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The “PRODUCT” —U. s. Savings 


Bonds—is easy to sell, because it offers every 
prospect a guaranteed means of making 
money. Each unit can produce $4 for every 
$3 of purchase price. 


The MARKET consists of all your 
employees. It is an eager market, as shown 
by surveys— which indicate that 85% of all 
participants in the Payroll Savings Plan want 
the plan continued. 


The REWARD is twofold: By helping 


your employees build personal security, you 
help assure that they will be happier, more 
stable — more productive on the job. And 
you help all of us, including yourself, be- 
cause every Bond you sell helps to check 
inflationary tendencies. 
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Are You Using These Booklets? 


If not, or if you wish additional copies, just ask your 
State Director of the Treasury Department Savings 
Bonds Division. 


THE PEACETIME PAYROLL SAVINGS 


PLAN—A booklet, published for key 
executives by the Treasury Depart- 
ment, containing helpful sugges- 
tions on the conduct of your payroll 
savings plan for U.S. Savings Bonds. 


THIS TIME IT’S FOR YOU—A booklet 
for employees... explaining graph- 
ically how the payroll savings plan 
works... goals to save for, and 
how to reach them with Savings 
Bonds. 





The Treasury Department acknowledges with appreciation the publication of this message by 
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YOUR 


BUSINESS 
“BLIND SPOT" 








Business activity is running at flood- 
tide! Authorities say the greatest era 
of expansion ever known is just 
ahead. Right now—today—there 
are more top-flight positions” than 
there are men capable of filling them. 


And here’s the reason why: Re- 
sponsible, high-saiaried jobs demand 
mien who are familiar with the whole 
structure of business—Accountinyg, 
Finance, Production and Market- 
ing. Men with “blind spots” — those 
whose knowledge is limited to one 
or two departments—are severely 
handicapped. 

Since 1909, the Alexander 
Hamilton Institute has enabled 
more than 430,000 men to over- 
come their deficiencies in essential 
business knowled ze. 


The Institute’s program of execu- 
tive training is described in the fast- 
reading pages of “Forging Ahead in 
Business.” You may have a copy of 
this stimulating 64-page booklet, 
free and without obligation, simply 
by returning the coupon below. But 
please do not send for the booklet 
unless you are genuinely interested 
in self-improvement. Its appeal is 
limited to men who are looking 
ahead and who seriously intend to 
move ahead. For men of that type, 
“Forging Ahead in Business” has an 
inspiring and informative message. 


ALEXANDER 
HAMILTON 
INSTITUTE 













; Alexander Hamilton Institute 

Dept. 4€3, 71 W. 23rd Street, New York 10, N. Y. 
{n Canad: : 54 Wellington Street, West, Toronto 1, Ont. 
Please mail me, without cost, a copy of the 64-page book 
—“FORGING AHEAD IN BUSINESS.” 
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INCREASING MEAT SUPPLY 


Elimination of O. P. A. controls is bringing lower prices in many instances. When the mar- 
increasingly large supplies of meat to market ket settles to a realistic level, while actual 
which will eventually reach the ultimate con- _ prices will be dearer than O. P. A. levels, meat 
sumer. Exorbitant prices are being asked for will actually be cheaper due to the large 
existing supplies, but consumer resistance and amount of waste fat and bone included under 
increased supplies have already resulted in O.P. A. regimen. 
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The Trend of Events 


“DECONTROL AND OUR ECONOMIC FUTURE — 
We are back on the road to a free economy once 
again. That is the pattern indicated by President 
Truman’s recent decision to eliminate controls on 
meats and other essential products. Although adopt- 
ed belatedly, and as a political expedient, the “de- 
control” decision will nevertheless be beneficial in 
its ultimate results, for it gives free rein once again 
to the long-hampered laws of supply and demand. 
The subsequent action of the various commodity 
markets is most significant, and gives a fitting answer 
to those opponents of free enterprise who contend 
that only by state-operated controls can prices be 
kept down. Exactly the reverse is true, as nothing is 
more inflationary than a system of artificial regula- 
tions which inhibits free movement of goods from 
producer to consumer. Although meat prices 
spurted sharply immediately after decontrol, the 
supply factor was not long in asserting itself. With 
the lifting of the control barriers, the shipment of 
livestock to market quickly reached floodtide pro- 
portions, and prices of cattle, hogs, sheep and fowl 
swiftly reacted from their,recent highs. This 
touched off a widespread decline in a number of 
other basic commodities, which will ease the cost of 
living situation. Butter, eggs, cheese and grains 
dropped sharply, and cotton had a record break of 


$10 a bale. 


This turn in the direction of a free economy will 
have far-reaching business implications. One of 
the most immediate and most obvious is the afore- 
mentioned easing of the cost of living, in certain re- 
spects. This, in turn, may have a salutary effect 
on the demands of organized labor from here on, 
since one of the principal arguments for wage boosts 
was the cost-of-living spiral. With regard to wages, 
incidentally, it is noteworthy that here, too, re- 
straints are being removed. 

Although all details are not yet discernible, the 
general pattern of further decontrol is for rapid 
elimination of price curbs wherever feasible. Nec- 
essarily, the transition will be accomplished by de- 
grees and in various stages, to prevent price distor- 
tions along the way. Various decontrol standards 
are being worked out in Washington, which will be 
announced in the near future. One plan, which has 
strong official support, is to decontrol commodities 
in order of their sales volumes, those items having 
an annual retail market of $100,000,000 or over be- 
ing given first consideration. However, this is only 
an approximate formula, rather than a fixed and 
definitive rule, since size of the market alone is not 
the sole criterion of a product’s importance. Prob- 
ably the last item to be decontrolled will be residen- 
tial rents, a logical decision in view of the still acute 
housing shortage throughout most of the nation. 
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PLIGHT OF THE RAILROADS—The tribulations of 
the nation’s railroads are brought to mind again by 
the conclusion of hearings on their rate applica- 
tions. A good deal has been said in recent months 
of the grievous state in which the carriers find 
themselves in their postwar transition. While fig- 
ures seldom make interesting reading, cold statistics 
nevertheless are the best commentary on the gravity 
of their plight. Operating revenues for Class I car- 
riers for the first seven months of 1946 aggregated 
$4,251,000,000, more than a billion dollars below the 
$5,493,000,000 reported for the corresponding peri- 
od of last year. But astill more dramatic comparison 
is in net railway operating income, which reflects 
not only the decline in gross but the rise in oper- 
ating expenses. For the 1946 period referred to 
“railway net” amounted to only $216,038,000 as 
against $647,336,000 a year ago. Net earnings, 
accordingly, amount to only $11,000,000 for the 
1946 per.od, compared with $392,832,000 in the 
like interval of 1945. 

Because of substantial overhead, heavy fixed 
charges and operating costs on the one hand, and a 
Federally regulated rate basis on the other, the cost 
structure is of paramount importance to the rails, 
and wages comprise a substantial portion of its total 
operating expenses. Accordingly, it is noteworthy 
that the average straight-time wage for June—-the 
first month to reflect fully the increases enacted ear- 
lier this year—was $1.125 per hour, compared with 
$0.926 per hour in June, 1945, and $0.73 in June, 
1939. Beside the increased wage burden, the roads 
must contend with higher costs of fuel and materials. 
To date, there has been no compensating rise in ser- 
vice rates, which is now the crux of the whole rail 
situation. 

Here is a matter in which the public interest is 
directly involved, for with a continuing squeeze on 
profits, the rails cannot hope to maintain even mini- 
mum saiety standards, to say nothing of embarking 
upon any sizable new equipment or modernization 
campaigns. Their situation in this respect is criti- 
cal, and if allowed to go on unremedied, may be re- 
flected in a rising rate of rail accidents. 

Decisive action by the Interstate Commerce Com- 
mission is anticipated around the end of this year. 
It is to be hoped that rate adjustments will be suffi- 
cient to enable the roads not only to survive, but to 
maintain adequate standards for public safety. 


SOVIET DEFENSE BUDGET— At a time when Soviet 
relations with the western powers are in a state of 
tension, as further emphasized by Secretary of State 
Byrnes’ latest speech, it is interesting to observe 
Moscow’s actions on national armament in contrast 
with her verbal professions. Just how much Russia 
is actually spending for “defense” has long been an 
enigma, but the latest Moscow dispatch reporting 
a budget of 71,000,000,000 rubles for this purpose 
gives at least a general indication of Soviet intentions. 

To gain a clearer picture of what this means, it 





can be compared with the U.S. military budget of 
$11,883,000,000 for the current fiscal year. The 
crux of the problem, though, is at what rate to com- 
pute the Russian ruble. Taking the official rate of 
about five rubles to the dollar, the Soviet appropri 
ation would be about $14,200,000,000, or some 
$2,000,000,000 higher than our own. At the diplo- 
matic rate of roughly six rubles to the dollar the 
Russian military outlay approximates $11,833,000,- 
000, closely matching the American figure. However, 
at the black market rate of ten rubles to the dollar, 
the Moscow’s armament figure would run about $7,- 
100,000,000, or some $4,500,000,000 under ours. 

But far more significant than the actual amount 
involved is the nature of the Soviet Union’s arma- 
ment plans. The accent is principally upon develop- 
ing total capacity to wage war, rather than upon 
weapons alone. In this respect, the USSR has learned 
a valuable object lesson from Nazi Germany’s error 
in the last war, and, by contrast from our own suc- 
cess in mobilizing industrial strength and flexibility 
of production to keep abreast the technological prog- 
ress in turning out new weapons. Russia’s long-range 
military plans provide for location of industries in 
strategic areas, of maintaining their total war po- 
tential at all times, and by building up its network 
of key railroads serving these industrial centers. 

All of which contrasts sharply with the profes- 
sions of Communist apologists—here and abroad— 
who see only peaceful intentions for the Soviet 
Union, and who have been telling us that armament 
reduction, rather than expansion, is the real Soviet 
aim. 


AN ECONOMIC INDICATOR— At a time in our eco- 
nomic history when so many and so varied factors 
are impinging on our national business structure, it 
is interesting to note current trends in farm income. 
Called up to feed a nation at war as well as our 
allies, the American farmer has performed a her- 
culean task. And he prospered greatly in doing so, 
with new records established in agricultural income. 
With the end of the war bringing new emergencies. 
greater efforts than ever were needed to alleviate 
suffering in liberated lands overseas, so farm activity 
was one field of endeavor in which “reconversion” 
brought relatively little shock, and in 1946, farm 
income rose to a peak of some $27 billion. 

But obviously, the trend could not continue up- 
ward indefinitely, and a reversal of the move is in 
sight. Next year, a modest decline in gross farm 
receipts is expected—-possibly 5% from the 1946 
figure—but what is much more important is a sharp 
rise in farm production costs—wages, implements, 
feed, maintenance, etc. This, more than the drop 
in gross, will be reflected in a drop of about 15% 
in net earnings for the farm population, to about 
$14.7 billion for 1947. 

This is a factor which economists are taking into 
account in their calculations, but it is certainly not 
a situation meriting much alarm. 
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WORDS — AND FACTS 


pag THE TECHNIQUE for swaying men’s minds 
by rhythmic promises has been developed to a 
fine art, charlatans have been reaping a harvest. 
And the masses have been paying the price. 

In this century the natural urge for security has 
been concentrated on for frontal attack. The Nazis 
“cured” unemployment by the dubious method of 
conscripting their young men into the armed forces, 
later using them as cannon fodder in their scheme 
for conquest. 

Russian leadership won the revolution by promis- 
ing division of the lands to the peasants and owner- 
ship of industry 
to the workers,— 
who received nei- 
ther. Unemploy- 
ment was “solv- 
ed” by state own- 
ership and bur- 
eaucratic control 
resulting in slave 
labor for the 
masses. No peo- 
ple have been so 
deceived and ex- 
ploited in modern 
history. In fact, 
the entire move- 
ment for prole- 
tarian control 
everywhere has 
resulted in a 
leveling down 
process instead of 
higher standards 
of living. It has 
meant a redistribution of the poverty of the world,— 
and not of its wealth. 

The United States is the outstanding country in 
the world in which the masses have greatly bene- 
fited from their form of government. Under free 
enterprise every man has his chance,—initiative, its 
rewards. Without a revolution, the people of this 
country, as free men, own the machinery of produc- 
tion through security ownership in the great indus- 
tries of the country. And yet, reactionary leaders 
laying claim to progressive ideologies, would like to 
destroy this proven system of government and set 
up in its place either the backward Fascist system 
or the Soviet system. They believe they can suc- 
ceed in their purpose by promising the millennium 
to a people spoiled by good times and prosperity,— 
and they refuse to consider the possibility that in 
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so doing they are likely to set the clock of civiliza- 
tion centuries back. 

We, who are fortunate to have been sitting on 
the sidelines watching the great drama of Fascism 
and Sovietism working its way out, should make a 
wiser choice. 

We have the opportunity to do so at the polls in 
a fortnight. 

Today’s critical situation calls for selection of 
sound men—of candidates from both parties—who 
veer toward the middle of the road and do not go 
too far right or left. We can’t afford crackpots or 
ambitious, im- 
practical idealists 
—or crafty and 
power-seeking re- 
actionaries. 

We must take 
the proper steps 
to elect the right 
men to office to 
assure ourselves 
of a government 
sound enough to 
meet today’s cris- 
and check the 
demands of the 
lunatic fringe 
who hang on to 
the precepts o f 
25 years ago 
fearing to found- 
er if they let go 
of the anchor to 
which they are 
accustomed, since 
they are not equipped mentally to revamp their 
views in the face of the changes that are taking 
place in this world as a result of the war. 

There is nothing partisan nor sectional in making 
such a recommendation, for we recognize that neither 
party has a monopoly on political virtue or gov 
ernmental ability. Nor is any one region of the 
country especially endowed over all the others. 
Fortunately, there is a fairly good distribution of 
talent and political patriotism throughout the 
length and breadth of the land. By the same token, 
neither party has a special priority on extremists 
and selfish opportunists, who place their own special 
designs and social theories above the national wel- 
fare. 

This is our opportunity to act. 
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Fitzpatrick in The Si outs Post-Dispatch 


Let us do so on 


election day—or forever hold our peace. 








The New Factors Entering The Market 


The mixture of deflationary and inflationary 
price trends is not bullish. The labor outlook 
remains disturbing. A Republican election 


sweep is widely expected, raising a question as 


to how much, and for how long, it may support 
the market. While more rally is still possible, 
we continue to advise a cautious highly selective 
policy. 


By A. T. MILLER 


HE sharp market advance which immediately 
followed President Truman’s announcement of 
meat decontrol, and his promise that the general 
retreat from controls would be speeded up, must be 
evaluated against the technical background. There 
had been about five weeks of increasing stability, 
reflecting less investment willingness to sell at pre- 
vailing prices and a minor improvement in demand. 
True, that period brought three new lows in suc- 
cession in the averages, the last one on October 9. 
But at worst the extension of the primary down- 
trend was small—about 4 points in the Dow indus- 
trial average, measuring closing prices of October 9 
against those of the September 10 low. 

Each of those lows was followed at once by rally- 
ing tendencies. ‘Thus, the market had risen for 
three consecutive sessions, for a total of 6.74 points 
in the industrial average, before Mr. Truman’s radio 
address. That was less than the ground gained on 


the two preceding rallies, and the technical evidence 
warranted a further recovery. Hence, it can be said 
that the “meat news” came in the midst of a rally 
which probably would have gone somewhat further 
in any event. However, it did cause—or serve as 
excuse for—a sharp acceleration of the upturn. In 
fact, it was a one-day sensation, boosting the indus- 
trial average 6.08 points, the biggest single-session 
gain in over six years. 


Plenty of Confusion 


At first glance, the technical results seemed prom- 
ising. For the first time since the nose-dive phase 
of decline began in August, a rally had carried 
above a previous rally-high in all the daily price 
averages or indexes, and had been accompanied by 
a large expansion in trading activity. But the per- 
formance,-in our view, would have been much more 

encouraging had it developed inde- 
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pendently of any news event—except- 
ing, of course, one of basic bullish im- 
portance. As it is, it did not reflect a 
consensus that stocks were attractively 
priced for a sustained rise or even for 
an intermediate rally, but merely con- 
fused first thought on the President’s 
radio address, doubtless one of the 
most painful (to him) any President 
ever made. We say “confused” first 
thought, because in it was some infla- 
tion sentiment, some free-economy sen- 
timent, and some Republican-election- 
victory sentiment. 


Reverting again for a moment to 
technical considerations, by the close 
of last week over two-thirds of the 
“meat rally” had been cancelled in a 
slow sell-off, as well as about 35% of 
the-entire rally. The only thing to 
tie; to is that the low volume probably 
argues against any imminent renewal 
of nose-dive tendencies. If so, the 
technical base formed in recent weeks 
might still suffice to support a second- 
ary recovery. Such movements are 
defined as retracmg anywhere from 
one-third to two-thirds of the preced- 
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fallen well short of the minimum re- 
quirements, especially in duration. 
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Indeed, market action continues for 
the present to be of such erratic nature 
that we can only discuss it in terms of 








the volatile daily averages, rather than 
our more inclusive weekly indexes. The 
latter would show a trend, were it 
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there. As it is, they show merely a 
suspension of the nose-dive, and little 
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staying power in rallies to date. So 
this is as good a place as any to em- 
phasize several important conclusions : 
First, in the absence of any convinc- 
ing basis for believing that the bottom 
of the bear market has been seen, no 
general buying is advised. Second, 
rallies should be utilized to scale down 
wver-speculative holdings and build up 
ash or its equivalent. Third, while 
there no doubt will eventually be an 
intermediate rally, there is no certainty 
that its starting point will prove to 
have been the October 9 low. Fourth, 
it might be that too many people are 
ow looking for an “election rally” on 
which to sell. 


The third and fourth points made 
n the preceding paragraph will not 
ncern those whose positions are 
easonably comfortable. But they 
hould concern those who are still top- 
avy in speculative holdings, especi- 
sh im-Blly if they involve borrowed funds or 
flect afther cause for worry. For them the only prudent 
tively fhing is to do some selling on any fairly good rally, 
en forfithout holding out for some pre-deetermined gueess- 
v con-#vel—such as 180 or 185 or 190 in the Dow aver- 
ident’sfge—for guess is all that it can be. Remember 
f thefhat bear-market rallies are just like bull-market 
sident fractions in that they rarely come when, or go as 
” first ar as, most people expect. 

- infla- 
ly sen- 
ection-f In recent issues we have entertained hopes for a 
tter rally than has yet developed. We still do, 
ut it should be emphasized that this can not be 
mething to bank on. The other possibility—the 
> close ssibility that this bear market might run its 
of theburse with only limited rallies—should be allowed 
d in fr. As pointed out before, this-is the first nearly- 
5 Jo offi-cash market, raising at least some question as to 
ing toby much guidance the past patterns can provide. 
obablyfhose which ante-date the present penalty tax on 
enewalfort-term capital gains are especially questionable. 
o, the} Meanwhile, even as lower food costs can at last 
_weeks# counted on, on the labor unions are bent on pil- 
econd-Bg still more maladjustment on us. It is ironical 
ts areBat in trying so hard to curry favorr with them 
. from 
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President Truman has lost the popular following 
which the new Deal formerly commanded—and yet 
these labor leaders have not even the grace to “play 
ball” with their benefactor until after the election. 
There are some vote-losing (for the Democrats) 
strikes going on right now and signs of more to 
come, highlighted by union maneuverings in the al- 
ready sorely plagued automobile industry. And the 
battle for annual wages and “welfare funds” has 
barely begun. 

All polls indicate that Congress is likely to go 
Republican by a near-landslide. The market must 
be aware of the probability. Which makes us 
wonder whether the election is as potent a bull factor 
as many have been looking for. Maybe the answer 
is that a stabilizing of the labor situation requires 
not only political change but some economic pres- 
sure also. This “remedy” comes down to semi-depres- 
sion, for a painless business recession would correct 
nothing. None of which is bullish; and neither is the 
fact that economic correction is still evidently some 
distance ahead of us. Meanwhile, generally good 
business will merely delay the basic rebuilding pro- 
cesses.—Monday, October 21. 
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By W. C. HANSON 


O NE OF THE VITAL QUESTIONS of the day to in- 
vestors and business men is the squeeze on cor- 
porate profit margins. Earnings of many indus- 
tries are caught in a vise between rapidly rising pro- 
duction costs and an inflexible level of selling prices. 
Such a development is not particularly surprising in 
an inflationary cycle such as we are currently experi- 
encing, and only serves to emphasize once again that 
a rising price level can be bearish, instead of bullish, 
on many common stocks. 

The rise in industry costs may be due to one or 
several factors, which vary materially among the 
various situations. In some instances, the cost in- 
crease is due mainly to wage increments, in others, 
to rising material costs, in still others, to increased 
selling costs. In most instances, it is a combination 
of such factors. 

From the investor’s standpoint, however, the cru- 
cial question is which industries are the most vulner- 
able to profit margin impairment, and, in turn, which 
of these affected situations are temporarily or per- 
manently damaged. Such a distinction is of utmost 
importance if corrective measures are to be taken for 
investment portfolios, for there is little point in elim- 
inating otherwise sound equities at this stage solely 
on the grounds of a temporary profit margin im- 
pairment. On the other hand, if the deterioration.is 
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likely to be incurable, 
this might be the time 
to consider remedial ac- 
tion. 

B efor econsidering 
specific situations which 
are now experiencing, 
or are likely soon to ex- 
perience, a deteriora- 
tion in earnings ratios, 
it is well to recognize 
certain standards by 
which such conditions 
can be appraised. Since 
virtually every industry 
and organization nowa- 
days is feeling the im- 
pact of mounting costs 
in one way or another, 
the crux of the situation 
is to what degree such 
costs can be absorbed, 
or passed on to the con- 
sumer in the form of 
higher prices. Thus, 
flexibility or rigidity of 
the company’s sales 
price structure is an im- 
portant yardstick by 
which to measure vul- 
nerability of profit 
ratios. 

It stands to reason, 
therefore, that the or- 
ganizations which can- 
not neutralize their 
costs increases or obtain 
compensating increases 
in their selling prices are the most likely to be af- 
fected. Such cost rigidity may be due to one or 
more of several causes. For one thing, the price of 
the company’s goods or services may be regulated by 
law, or it may be fixed by contracts which cannot 
readily be adjusted. Or, the competitive nature of 
the company’s markets and established custom would 
make price increases inadvisable, even where other- 
wise permissible. And, of course, there is the ques- 
tion of OPA control of selling prices on many items, 
but that is less important a consideration just now, 
first, because of OP A’s possible demise a few months 
hence, and, also, because of the provisions in OPA 
legislation for price increases under certain circum- 
stances. We are primarily concerned here with price 
rigidity due to economic rather than legislative 
reasons. 

Another important standard to remember is that 
we are concerned with profit margins primarily, 
rather than with total earnings of given situations. 
The profit margin is the percentage spread between 
the company’s selling price and its over-all costs of 
manufacturing and selling its goods or services. Its 
total earnings, on the other hand, is the result of this 
percentage spread, multiplied by sales volume. But 
it goes without saying that any serious impairment 
in profit margins will eventually reduce earnings, 
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Profit Margin—————- 








Industries Vulnerable to Profit Margin Squeeze 
Net Per Share 

































































6 mos. to 6 mos. to 
June 30 Fiscal Year—— June 30 —Fiscal Year— ——Dividend Per Share——— 
AIRLINES: 1946 945 1940 1946 1945 1940 1946* 1945 1940 
American Airlines ..................:::c:000 deficit 9.3% 9.0% def$.02 $3.36 $2.39 $1.00 $1.00 $.50 
PINON cope Sele censcnccascrcessedeteisese: - eabeus 10.8 | ah ie 1.23 1.20 -50 .25 Nil 
Transcontinental & Western ............. deficit 5.4 deficit def1.63 1.84 def.10 Nil Nil Nil 
Rime “Be LIMOS sesccccnccesscesesececsssssse 3.0% 10.7 2.8 -42 2.34 -30 -50 -50 Nil 
BAKERIES: 
Cont'! Baking 5.0% 2.6% 5.5% $1.85 $.83 $.27 $.50 $.50 Nil 
Ward Baking 4.1 1.8 deficit 1.57 1.07 def1.04 .60 15 Nil 
ROMEIN INGIUD uses sccccccanesccesscocasisssesteac!  , .atcaes 3.4 3.8 4.32 3.41 1.76 1.50 1.25 $1.00 
BEVERAGES: 
Canada Dry G. Alle ...........ccccccccceseeee 5.2%(i) 4.8% 5.4% $.63(i) $.78 $.54 $.40 $.33 1/3 Nill 
Coca-Cola 20.1 16.9 30.1 2.52 5.67 6.77 4.00 4.00 $5.00 
IN Tieverecccvecscasevecsasssothcaspepsckgsstcovsaneman, | — apiaes 11.1 16.3 -63 .84 .89 .65 .50 65 
Pepsi-Cola 16.1 11.9 23.8 -57 -90 1.02 -8312 -83/2 06 
CONTAINERS: 
CE SS eee ee 5.5% 2, ee $4.23 $5.88 $3.00 $3.00 $4.00 
Container Corp. of Amer. .............. 6.6% 2:7 7.3 $3.17 2.59 2.85 2.40 1.50 1.50 
MO FOO a ccscinchcccesssccretencaiaiccesseesacs? <  “sactes 2.8 8.8 1.05(j) 1.86 2.82 1.00 1.00 2.00 
DP CON eaccsccsessaccdokccsccevenstniscstnedscces: | Aéeass 6.8 13.2 4.65(j) 2.83 1.84 .50 -50 -50 
RAILROADS: 
Baltimore & Ohio .............ccccceeeeee deficit 4.4% 3.0%  def$7.21 $5.29 $1.25 Nil Nil Nil 
Erie deficit 4.1 2.8 def2.53 1.54 17 $1.00 $1.00 Nil 
Missouri-Kansas-Texas _ ............s.000000 4.1% 7.3 deficit def1.73 1.48 def9.28 Nil Nil Nil 
Missouri-Pacific deficit 3.3 deficit def3.05 4.51 def15.88 Nil Nil Nil 
UTI.ITIES: : 
Hudson & Manhattan ...................... deficit deficit deficit def$2.07 def$1.91 def$3.06 Nil Nil Nil 
N. Y. City Omnib 7.9% 9.2% 13.6% 1.26 2.69 3.60 $2.25 $3.00 $3.25 
Third Ave. Transit .................cs0000 deficit deficit deficit def2.22 def.98 def3.83 Nil Nil Nil 
Twin City Rapid Transit ... 9.1 5.9 K3 2.91 3.22 def.45 Nil Nil Nil 
entre re I oss ciccessvcesicccacesses deficit 2.3 3.6 def4.21 3.64 2.80 2.00 1.00 





Industries Less Vulnerable to Profit Margin Squeeze 
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6 mos. to 6 mos. to 
June 30 ——Fiscal Year—— June 30 —Fiscal Year— Dividend Per Share——— 
CHEMICALS & DRUGS: 1946 1945 1940 1946 1945 1940 46* 1945 1940 
American Home Prod....................00+ (h) 6.3% 3.1% 12.2% $1.30 $1.76 $1.77 $1.03 $1.00 $.90 
Du Pont 18.1 12.3 24.1 4.67 6.29 7.17 6.25 5.25 7.00 
Pfizer 28.6 6.7 14.4 4.37 1.24 73 2.30 -8634 59 
OPTI SUMED cnccncacbexcacccccaccayssectisases,_ Apeesd 9.6 22.0 1.94 2.60 2.65 1.80 1.55 1.95 
FOODS: 
Best Foods 4.3%(k) 3.1% 4.2% $2.06(k) $1.68 $.52 $1.10 $1.00 $.60 
General Foods 5.5 4.3 7.8 1.51 2.36 2.77 1.80 1.60 2.00 
Standard “Grands  ....c.ccccccccocccsceccsonvere 5.2 3.7 9.1 1.89 2.74 2.84 1.80 1.50 1.60 
PETROLEUM: rT 
PRIS MRNIIIED  ccrcnccccsccccdvenctavecsecess” ~ » senece 6% 4.6% $1.75 $.34 $2.11 $1.50 $1.50 $1.00 
Phillips Petroleum . ............ssseesseeees 8.1% 10.6 10.0 1.63 4.59 2.61 2.00 2.00 2.00 
WN EY seccccccacsabecceenccsssstastantheconteecios tae 8.2 9.1 1.48 2.64 1.21 1.00 75 -25 
NNR  scccscccsencechecsesecghiccsicscss eases 5.1 [2 #3 «we 1.36 1.17 65 .65 50 
SURES CT GU We: Bae ciscctencssccacscccses —ssease 9.5 || | <n? 5.64 4.54 2.75 2.50 1.75 
Union Oil 6.7 6.6 6.1 2 1.87 99 1.00 1.00 1.00 
RETAIL: 
Federated Dept. Stores ............... 2.4%(g) 2.6% 2.8% | $1.20(g) $2.16 $1.45 $1.12Y2 $.75 $.75 
Macy's 3.6(b) 2.6 3.2 5.02(b) 2.22 2.57 2.60 1.70 2.00 
Marshall Field 8.0 3.2 6.3 3.48 2.31 2.47 2.30 1.10 1.30 
Montg y Ward 4.9(e) 3.5 3.5 3.72(c¢) 4.12 4.01 2.00 2.00 2.00 
Nat'l Dept. Stores ..........:ccccsseeseee 5.3(c) aut 2.7 2.63(c) 2.91 1.80 1.163% 66% Nil 
Sears Roebuck 6.0(f) 3.4 4.0 1.64(f) 1.52 1.59 1.25 1.06% 1.061% 
TOBACCO: 
MANMOTIGON NOMGBEO cicsecciiccscessvisericeres —~eeseew 3.5% TAG 5 ku $3.69 $5.55 $3.25 $3.25 $5.00 
Ce Be TR GOE Savcscicccpsscccteessicessies nate 3.7 | 7 4.30 6.02 3.50 3.50 5.00 
WGRMINCR UR Fasesarenecneseat\ soccceseceesercthckoieeces, | nanse 2.8 ce whee 1.27 1.69 1.00 1.00 1.20 
MNES CNNON acres ccieccscecocecsvedercceves CC) as 3.4 | 2.67 4.07 3.50 2.25 2.50 
Reynolds Tob 4.3%le) 4.5 8.7 $2.18(e) 1.85 2.55 1.60 1.60 2.25 
BO BRNO Gaccsecesccseccstisevccccetescsaesd ~~  “Seadee 32.1 ye 1.13 2.08 1.20 1.20 1.96 





* 12 months to date. 
(c) For 6 mos. ended 


{i) For 9 mos. ended 





(a) Fiscal year ended March 31 of the following calendar year. 


July 31. 


(b) For fiscal year ended July 31, 1946. 
(k) For fiscal year ended June 30. 
(j) For 12 mos. ended June 30, 


June 30. 


(f) For 24 wks. to July 16. 
(h) Adjusted for 3-for-1 split which will be effected November 1, 1946. 
(g) For 6 mos. to Jan. 31. 


(e) For 12 mos. ended July 31. 
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TOTAL NET PROFITS 





1,137 


1940 1941 


1939 


SOURCE: FED. RES. BULLETIN 





TREND OF CORPORATE PROFITS AND DIVIDENDS 
1939-1945 


SURPLUS 

PREFERRED DIVIDENDS 
COMMON DIVIDENDS 
IN MILLIONS OF DOLLARS 





workers is now about 
20% greater than a 
year ago, further in- 
creasing the cost bur- 
den. 


There is little the 
lines can do just now 
for immediate rate re- 
lief, since passenger 
and freight increases 
are undesirable duc 
to the economic nat- 
ure of the industry. 
Its competitive status 
is built around ever- 
decreasing air fares, 
and the long term 
trend is still down- 
ward. 


The effects of this 
impasse have been 
showing up in air- 
lines interim earnings 
reports thus far this 
year, a situation to 
which the market has 








‘| unless there is a sizeable offset in the form of in- 
' creased sales. But as already stated, for some in- 
‘dustries and organizations, such a compensating rise 

in total sales is impossible for one of several reasons. 
So, any deterioration in profit return per sales dollar 
is a danger signal, though the investor’s course of 
action must vary in each case, for whatever mitigat- 
ing circumstances may be involved. 


Analyzing Specific Situations 


The accompanying table lists those industries, 
and representative organizations therein, where 
profit margins are contracting or may be in for 
some contraction in the next six months or so. It 
will be noted that various types of industries are rep- 
resented, but they all have the common denominator 
of adverse cost-sales price relationships. However, 
their degree of vulnerability differs widely, as does 
the likely duration of these difficulties. 

It may surprise some investors to see the airlines 
industries included in this category, but as our ar- 
ticle in the July 6 issue indicated, the air carriers 
are going through a period of adjustment in which 
costs are rapidly mounting due to their record ex- 
pansion programs. At present, this expansion is 
mainly in the way of personnel, in anticipation of 
the growth period which everyone concedes lies ahead 
for the transport lines. 

Total employees of domestic airlines increased 
from roughly 50,000 at the close of 1945 to about 
86,000 by the end of the first quarter of 1946, a tre- 
mendous expansion for so brief an interval. Most 
of the new employees will be non-producing, for all 
practical purposes, for most of 1946, as they are 
_,mainly trainees, and the lines do not yet have suffi- 
cient new equipment to produce revenues to offset the 
rise in payrolls. Besides, the wage rate for airlines 
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been giving recogni- 
tion for some time. With regard to market policy, 
the answer lies in the fact that the profit margin 
contraction is not a permanent condition. Though 
we advised sale of airlines equities in our July 6 
analysis, it may well be that a good part of the profit 
drop has already been discounted by the market. 
Thus, we feel that stocks in the leading, strongly 
situated operators (American, Eastern, TWA, Unit- 
ed, Pan American) and most other listed situations 
should not be sold now, if one’s objective is for in- 
vestment rather than for near term speculation. By 
the same token, we would look askance at most of the 
over-the-counter issues of smaller airlines operators, 
whose industry position is marginal. 

With regard to the baking companies and meat 
packers, the problem is one of a traditionally small 
profit ratio being still further reduced through wage, 
material and selling cost increases. Sales costs are 
especially important to baking and similar organi- 
zations, and advertising comprises a fairly good pro- 
portion of total costs. The bakers have been able to 
secure some relief through moderate increases in 
bread and cake prices, but it is believed that these 
are insufficient to offset their own material and labor 
cost rises. The meat packers just now are beset by 
the dual problems of rising wage costs and the cur- 
rent. chaos in the distribution of meat and meat prox|- 
ucts despite “‘decontrol’”’. 

Just how long these problems will continue to 
plague the baking and meat companies is difficult to 
estimate, for this is as much a political as an eco- 
nomic problem, and depends largely on next steps 
to be taken on such basic commodities as meats, 
grains, fats, etc. In any event, dividend prospects 
are not very promising for the months directly 
ahead, though eventually the situation should im- 
prove. (Please turn to page 114) 
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FOR TODAY'S CONTINGENCIES? 





HEN THE WEATHER MAN sounds hurricane 

warnings, Floridians wonder whether they have 
taken adequate precautions to protect their proper- 
ties and whether their insurance is ample to compen- 
sate for possible losses. In similar fashion, indus- 
trialists register anxiety over threatened damage 
from periodic economic disturbances. 

Thus it is now, with ominous clouds looming on 
the horizon, that far-sighted executives are scanning 
their financial shelters to determine whether they 
have sufficiently strengthened corporate reserves to 
withstand the disrupting effects of another business 
blow. If the intensity of an approaching financial 
storm could be measured as accurately as that of a 
meteorological disturbance, managements would be 
better prepared to estimate the security of their 
safeguards. Unfortunately, neither the timing nor 
severity of depressions can be readily pre-determined 
and their possible effects on individual concerns are 
difficult to anticipate. 

In the light of recent developments, however, 
there is little doubt but that industrial leaders and 
investors have heard distant rumblings of danger. 
That the time is fast approaching for pondering the 
adequacy of financial storm-cellars is obvious. Vast 
changes are impending in fundamentals now that the 
wartime price control structure is collapsing. Dan- 


OCTOBER 26, 1946 








REET 


By H. M. TREMAINE 


most certain to result from wide price fluctuations 
when the public “takes the bit in its teeth” and 
thrusts off onerous restrictions. 

The recent crash in the stock market clearly 
sounded a warning that all is not well in the world 
of trade and commerce. The market speaks a langu- 
age understood by all. As a consequence of the 








Industries That May Seek New Working Capital 








industries Reasons 
GP EOE as ccccscscsscssssicess To purchase additional equipment 
Aut tive For expansion and modernization of plants 
IE Shestockerencicctscee To handle big increase in volume 
Chemical: For plant expansion and new products 
Electrical Equipment....Enlargement of output of appliances 


UR csvcscccectecsctsccsmmecns To meet demand for installment loans 


Household Products ....To increase manufacturing facilities 
Leather Mfg. ............000 To build up inventories 


Meat Packing .............. For refunding and inventory financing 





Merchandising For expansion of neighborhood stores 

Office Equipment ........... To increase output and reduce costs 

BE ccncsincueescsmcaniacoees For plant expansion and inventories 

SAID TRIN wossctccdecsseccccns For sales growth and invasion of new fields 
Textiles For exp and modernization of plants 











gerous excesses probably lie ahead in dislocations. al-. 















































of regulations governing 
d R Leading C a the food industry must be 
Contingency Reserves of Leading Corporations followed sooner or later b 
($ thousand) gradual abandonment of 
1940 1945 1940 1945 : 
AIRPLANE MERS. MEAT PACKING all controls. Even if cha- 
‘YE ener eee $16,575 AMOUR ecsesssseseceesssesssssssee $4,000 $4,000 . . +4 
aa 708 9,500 Swift & CO. ccc 18,322(b) 24,767(b) otic price conditions are 
Curtiss Wright .. Bk Sees 32,345 ; avoided, it would not be 
Douglas Aircraft as 450 16,540 OFFICE EQUIPMENT ree v 
nae Sana - yee inl. Business Mach. ...... a. surprising to see rapid ad- 
United’ Aircraft. © “48 35,346 = pel vances in costs of some 
AUTOMOTIVE materials and ever - in- 
engl ncaa ecceccccesccce 765 nes parle sd oo” apo 12 ian creasing buyer resistance, 
org arner e° . mer. Car Pca ‘ . 1 
Chrysler ......... 19.586 i. tama 1,872 12,434 If these exaggerated 
= a Sigs 60'122 Baldwin Locomotive ...... 1 1,300 manufacturing costs are 
: 72 
Nach Kelvinator 1,000 RETAIL DISTRIBUTORS passed along to the con- 
Packard — ....-sseecesessseeee:seoee 2,500 MANN)» estcenietcess tons 3,500 : 
Thompson Products ......  ...... 1,597 OE ica gts ccotentaecss”. * 'sbcged 3,750 sumer, there may be con 
Montgomery Ward ...... _ ...... 16,000(d) siderable unbalance in the 
CHEMICALS Sears Roebuck ................ 3,290 28,500 ‘ ns 
Air Reduction oo... 2,653 1.679 business picture for sev- 
oe eal ona 16,878 31,483 ee on al ae eral months to come while 
5 AINE ; ' ms a ' ) 
Hercules Powder... —= <a... 2700 the nation re-accustoms it- 
ELECTRIC EQUIPMENT eee 39,247 52,836 self to a free enterprise 
ee | ae TIRE & RUBBER oe system. The question 
i — 2 eee ,114 12,706 | ESTES i ear F F : A r 
Westinghouse "Elee. ae 5258 29,924 Goodrich Seidel Sth SEO 337 15.381 arises then as to whether 
z oodyear ..... ’ ie 
cams wanes US. Rubber 4°185 in a general way corpor 
Allis Chalmers .............. 2,000 4.278 a an ate reserves are sufficient 
Case, J.B. ncncscscscecssssenes 500 ' ~ x 
Intl. Harvester .............. 24,026(a) 65,416(c) anette. 500 to guard against probable 
MACHINERY MERS dangerous excesses. 
ira DUNE issssoscsesssscsccses 200 1,871 (a) Includes $22.0 million inventory reserve. An examination of sev- 
Ex-Cell-O  onerseseceesssssenseeeee  seseee ¥00 (b) Includes $5.7 million inventory reserve. wal : Fiat j | t 
oy eg end Piet} (c) Includes $25 million inventory reserve. eral score of balance s 1€€ S 
ua... — 2.700 (d) Inventory reserve. indicates that  notwith- 
standing considerable 








sweeping decline in prices, it is not surprising to 
find evidence of growing caution among industrial 
leaders as well as small business men. 

The unexpected decision of the Truman Admin- 
istration to discard meac concrois provided another 
indication of forthcoming unsettlement. Relaxation 
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strengthening in recent 
years, some companies may find it necessary to 
“tighten the belt” before a semblance of normalcy 
has been restored. The rod for increased caution 
may be attributed to rapidly rising labor costs, to a 
disappointingly low rate of worker productivity and 
to a shocking decline in prestige and capability of 
government ofticiais. ‘Lius svace of attairs casts 
doubt on an early solution of serious Capital-Labor 
problems. 

In surveying the outlook for business under pres- 
ent conditions, however, it would be easy to exagger- 
ate current anxieties and to overlook the sustaining 
influence of greatly enlarged working capital. Al- 
though actual reserves may seem inadequate in cer- 
tain individual instances, one may find considerable 
satisfaction in the fact that corporate indebtedness 
has been substantially reduced in the last five or six 
years. 

Moreover, inventories of essential raw materials 
which gave rise to the most severe headaches twenty- 
five years ago do not present the elements of danger 
in the current situation that developed in 1921. 
Generally speaking, inventories apparently are far 
from excessive in relation to total requirements. 
Sources of possible trouble may seem lurking in large 
accumulations of semi-finished products long with- 
held from distribution channels by lack of minor 
component parts. Numerous instances have been re- 
ported of warehouses being filled with partly fin- 
ished electrical appliances waiting for small motors. 
Shortages of copper and other strategic metals have 
retarded output in numerous lines and contributed 
to temporary enlargement (Please turn to page 111) 
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By WARD GATES 


ie UNCERTAIN TIMEs like the present, there are cer- 
tain significant business indicators which bear 
careful watching. One of these is the volume and 
character of consumer credit. The reason why con- 
sumer credit is so important a signal of things to 
come in the business world is that it reflects very 
sensitively what is happening among the great mass 
of individuals who make up the buying public. When 
pronounced shifts occur strongly in one direction or 
the other in the consumer credit field, it is a situation 
worth noting, for sooner or later it will leave its im- 
print upon the economy as a whole. 

At the present time, certain trends are developing 
in the consumer credit field which merit attention, 
for they give some meaningful hints of things to 
come. 

Probably the most significant feature of the cur- 
rent credit situation is the sharp rise in individual 
borrowing, as represented by personal installment 
loans. It is necessary to distinguish such financing 
from ordinary commercial borrowing whereby busi- 
ness firms secure a line of credit from banks, whereas 
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The bulk of new 
product buying is 
on a credit basis. 


this pertains to bor- 
rowing by individ- 
uals for repayment 
on an_ installment 
basis, usually on 
monthly or similar 
terms. 

Right now, the 
American people are 
starting on a bor- 
rowing svree which 
may reach fantastic 
proportions. Al- 
ready, the total of 
such borrowing is 
about 50% higher 
than the “V - J” 
month of August, 
1945, marking the 
end of the war and 
transition to peace. 
As the accompany- 
ing table indicates, 
there has been a persistent rise in installment bor- 
rowing since the end of the war, and the increase 
is gaining momentum. In August, 1945, loans of 
this type stood at some $1,988 million, and by the 
close of December of that year had expanded to $2,- 
365 million. Continuing the steady climb, the total 
advanced to an estimated $3,017 million by July 
1946, the last month officially reported. However, 
non-official but reliable sources place the present total 
of such borrowing at a minimum figure of $3,200 
million, which is more than a billion dollars above 
the V-J month level. 

It stands to reason that a trend of such persist- 
ence and magnitude could not occur without reflect- 
ing very important underlying conditions in our 
economy. What does all this indicate, and still more 
important, where is this all likely to lead? Fortun- 
ately, we do not have to grope in the dark for the 
answers, for there are reliable reports on the state 
of credit conditions, and the various elements at work 
therein. 

Those who are granting the credit—finance com- 
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primarily — repo 
that the souk bulk of this boioeing i is being done 
to finance purchases of such new consumer durables 
as are gradually becoming available—refrigerators, 
washing machines, automobiles, furniture, home fur- 
nishings, etc. As we all are keenly aware, such com- 
modities are only coming on the market in a mere 
trickle, compared with the urgent need for them. 
But eventually the tide will swell, and as production 
difficulties are gradually alleviated — as sooner or 
later they must be—these items will be in substan- 
tially greater supply. The problem then will be 
how to pay for all the things which the public wants 
and which it feels that its standard of living requires. 
Practically every American family wants an auto- 
mobile of some sort, a refrigerator, washing mach- 
ine, radio, and similar conveniences. To pay for all 
these things at once is impossible for most families, 
so heavy recourse to installment borrowing is ex- 
pected. 


Further Expansion Ahead 


The effect of so many borrowers applying for 
credit all at once can well be imagined, and accord- 
ing to surveys of banks, finance agencies and credit 
unions, the curve of installment borrowing is expect- 
ed to skyrocket to $12 billion or possibly $15 billion 
by 1948 or 1949. A volume of $12 billion, if real- 
ized, would be more than twice the previous peak of 
$5.9 billion reached in 1941, and almost four times 
the $3.2 billion attained in 1929. What strengthens 
the installment experts’ expectations of a record bor- 
rowing volume is the fact that there has been a long- 
term trend toward this type of financing. For years 
before the last war, “buying on time” became the 
practice of more and more people, a trend which the 
financing companies were quick to notice and to meet 
with tailor-made credit terms. Gradually, the com- 
mercial banks entered the field, so that some 11,000 







oO e latter are now active in this business. 


Another factor entering the picture is the mater- 
ially higher price of goods today, especially with re- 
gard to automobiles, furniture and appliances. As 
the price tags of these items are marked ever higher, 
one must obviously borrow correspondingly more if 
installment credit is being utilized. So, to a consid- 
erable degree, there is an element of “inflation” in 
the current swell in borrowing activity. 


But there is still another factor in the situation 
which must be recognized, for it has a direct bearing 
upon the trend of future business. Not all of the 
current borrowing wave is due to consumer buying 
of durable items. A not inconsiderable portion of it 
represents financing to meet personal emergencies 
and family needs. The continuing spiral in living 
costs has hit some groups severely, draining away 
their savings and placing them in a position where 
they can scarcely meet their daily requirements. 
Particularly is this true of the white collar class and 
fixed income people. Many in this group find it es- 
sential to borrow to meet some of their day-to-day 
living costs, and as prices continue upward, an ever- 
increasing group will find themselves so situated. 
This aspect of the borrowing wave is definitely on 
the bad side of the ledger, for it gives an ominous 
warning signal on the state of the mass market on 
which any real prosperity must depend. 


But to get the full picture of the consumer credit 
situation, it is well to analyze the various types of 
consumer credit. Installment credit, which we have 
been considering up to this point, consists both of 
direct loans and of so-called “sale credit.” The lat- 
ter, as the name implies, is credit extended by the 
seller of merchandise, for repayment in stipulated 
installments. Referring again to the statistical table, 
it will be seen that this “sale” credit, approximating 
$1,060 million, represents roughly one third of the 

total installment volume outstand- 
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ing. Taking this $1,060 million 
. figure and breaking it down still 
Measuring the Trend of Consumer Credit 5 ima & : 
& f further, it is noted that automobile 
July July duly ; i 
bond me id installment financing amounts to 
little more than one-third of that 
Total consumer short-term debts (million dollars).......... $7,808 $5,654 $7,852 anne 
total — $367 million for autos as 
instalment debt, total 3,017 1,992 4,926 a t $693 ov f ] 
Sale debt, total 1,060 712 3,128 agains milion for all other 
Automobile dealers 367 192 1,615 types of commodities. However, 
Dept. stores and mail order houses ...........-:.:00+ 208 145 361 this ratio is well below the normal 
Furniture stores 297 235 546 sirltiniah . t fi . | 
Household appliance stores  ...........cscccssscsessseseees 19 1 288 average, since auto financing has, 
Jewelry stores 60 47 78 in the past, accounted for roughly 
All other 109 82 240 half, or a little more than half, of 
Cash loan debt, total 1,957 1,280 1,798 the “sale” credit total. Just now, 
Commercial banks 744 406 494 : : 
sng gll ae need a the abnormal relationship reflects 
Industrial banks 95 70 279 the state of affairs in the automo- 
Industrial loan cos 81 63 ) 477) bile industry, but as this condition 
Small loan cos 520 391 1 ‘chts itself. tt 1d 
Insured repair and modernization loans ................ 263 140 273 eventua y rig ts itse 9 t ne Oo 
Miscellaneous lenders 100 88 98 ratio will probably be reestablished. 
Charge account sale debt 2,269 1,459 1,305 And, breaking down the $693 
Single payment loans 1,690 1,452 1,074 million figure still further, it is 
Service credit 832 751 547 seen that furniture stores ac- 
(a) Personal Finance Companies. count for the bulk of the “sale” 
Source: Survey of Current Business. credit, followed closely by de- 
partment stores and mail order 
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firms, and other types of retail outlets. Just now, 
the credit volume represented by household appli- 
ance stores is conspicuously small—$19 million out 
of the aforementioned $693 million, but this situa- 
tion is analogous to the auto-financing story—when 
the goods become more generally available, the per- 
centage as well as volume of financing will rise. 


Regarding Charge Accounts 


Now, let’s check up on some of the other salient 
parts of the credit market, namely, charge accounts, 
single payment loans, and service credit. The 
charge account is an old American institution, and 
plays a tremendous role in our retail trade. Here, 
too, is a form of credit which has been sharply on 
the increase since the end of the war, with an almost 
unbroken rise from $1,441 million in August, 1945, 
to $2,269 million last July, and the trend still seems 
to be persistently upward. However, this develop- 
ment must be evaluated against the background of 
record retail sales, which have been establishing new 
peaks almost every month. But as the appended 
chart points out, the actual percentage of charge 
accounts to total department store sales hasn’t risen 
very sharply, although the trend, percentagewise, 
has been gradually upward. 

The two other classes of credit referred to—single 
payment loans, and “service credit” — pertain, re- 
upectively,.to loans settled in one payment, instead 
of several installments, and to credit extended by 
service businesses. Here, too, the trend has been up- 
ward, but not sharply as in the case of installment 
credit and charge accounts. 

It is also interesting to see which organizations 
are doing the financing of consumer credit at this 
time. Out of the aforementioned $1,957 million of 
consumer loans outstanding, a little less than half 
was supplied by commercial banks. This is a sub- 
stantial increase over the banks’ percentage ten years 
ago, when they were financing roughly ten per cent 
of such business. This is a trend which may be ex- 
pected to continue in the years ahead, and reflects the 
greater aggressiveness of the banks in going after 
new types of business. Interestingly enough, per- 
sonal loans are one of the safest investments a bank 
can make, contrary to the impression prevailing in 
some quarters. Banks, in the 1929-1933 depression, 
lost far less on this type of financing than they did 
on merchandise, real estate or securities. 


Second to the banks in supplying credit to the 
consumer are the finance companies, who now furnish 
about 25% of the business. Percentagewise, this is 
much lower than a decade ago, due to the inroads of 
the commercial banks, but the actual dollar volume 
has been upward since 1929. 


Government Curbing Credits 


Thus, all the evidence points to an acceleration of 
the credit boom to possibly four or five times its 
present volume in the next two or three years. As 
already stated, it will gain impetus from the flow of 
both durable and non-durable merchandise to mar- 
ket, since many individuals will buy these items on 
an installment basis. 
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If properly controlled, a growth of such propor- 
tions could have great benefits for the country as a 
whole, but if allowed to expand without supervision, 
it could have explosive effects upon our economy. 
This has been a matter of great concern to the Gov- 
ernment for some time, and, in line with its anti- 
inflation program, the fiscal authorities have set up 
certain safeguards. 

To curb the danger of a disastrous credit boom, 
the Federal Reserve authorities have set up Regula- 
tion W, which has rigid controls over granting of 
consumer credit. This Regulation has been amended 
several times, but each change has been in the direc- 
tion of greater tightness. It now applies to con- 
sumer credit transactions up to $2,000, whereas 
previously the limit was $1,500. The Federal Re- 
serve has also shortened the credit terms, as an addi- 
tional safeguard, so that installment loans are limited 
to a maximum 15 months’ maturity on purchases of 
other than durable or semi-durable goods whereas 
previously the limit was 18 months. For the two 
latter types of goods, the maximum credit period for 
installment loans is still 12 months, except for auto- 
mobile loans, on which 15-month terms are permitted. 


In order to appreciate the full scope of what the 
Government is doing in the way of credit control, it 
is necessary to consider these consumer credit poli- 
cies along with certain other measures. All along 
the line, the objective is to keep inflationary forces 
in check. This is the objective behind the Federal 
Reserve’s insistence upon 100% cash buying of 
securities, and the same motive underlies the Treas- 
ury’s redistribution of the Federal debt as widely as 
possible. Just now, the latter is being accomplished 
through the sale of savings bonds to individual 
holders, of which some 80,000,000 have already sub- 
scribed. (Please turn to page 114) 





USE OF CONSUMER CREDIT IN 
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have spared none of the materials in 


: : ; U, building for November victory. 
umming P It may not be necessary to wait until 


the new Congress convenes to make a 


, test of campaign sincerity. President 
2 Truman has twice stated publicly that 
e ampaign $5U€CS he will not call a special session of Con- 


gress for other than a serious national 
emergency. He has indicated clearly 
that the food shortage does not fall into 
By E. K. T. that category. The American Legion's 

demand for a special session to raise the 

cash allowance for veterans in training 

HE DISILLUSIONED CITIZEN who invented the ex- will have no effect on White House planning, es- 
T pression “political platforms are built to run pecially in view of Stelle’s blistering attacks upon 
on, not to stand on” seems likely to have his ap- Gen. Omar Bradley, Mr. Truman’s appointment as 


















































praisal confirmed soon, for the party architects Veteran’s Administrator. mee 
Administration's Plans org 
However, informed sources (in this instance those 
WASHINGTON SEES: two words mean exactly that—it’s not a cliche) say int 
The fact that federal wage controls are on the that the President would be inclined to call Congress ane 
way out, in spite of the probable fiction of a back to Washington in November if the Republicans Tea, 
stabilization board composed entire'y of public gain control of the House—in order to pass legisla- lan 
representatives, can be traced back to a dis- tion which is dear to his heart and which he and his 
integration which set in when the White House party’s leaders believe must be passed if the Demo- 
rejected WSB action in po aypaien by ' crats are to have any chance of electing a President worl 
The Administration ec 9 vith : in 1948. The Missouri Valley Authority and the | rem 
neath the — i a aig oo ago National Health Bill are measures which the White [| dist 
supEpeel Gn INS Tapper leven, Sno Sameery ¢ House regards as “must” bills, but which the Ad- 
bers quit. It is now recognized as a mistake a tees at Revubl; 
that the problem was entrusted to a tripartite ministration knows would not pass a Republican ties 
agency—two-thirds of the membership repre- controlled House if, in fact, either would be passed limi 
ies in i the government on to the floor for consideration. 
sented parties in interest and 9g " id he “a on en Raia 
had but a minority vote. would be impossible to get the members back to 
The proposal to revert to the principle of en- the Capitol before mid-November, leaving only one have 
trusting public power to public representatives month in which to crowd wanted action. Doubts, | Sive 
tae too late. ny oe that > therefore, must be resolved against a special session. 
trolling powers will not back up wage stabiliza- . z 
tion x ha initiated by a separate agency and if Republicans Win the House remo 
the only apparent purpose of a board composed __ Several items are on the agenda for early action 
only of public members is to preserve the notion if the GOP gets numerical control of the lower bulk 
of wage contro's so as to lend stronger support branch of Congress. Some are already in legisla- part: 
to price controls in the declining days of OPA. tive form for the January kick-off. One of the first [ will 
The maritime dispute typifies the attitude of would be a revision of the Wagner Act in a manner fe 
all parties. ioe oneaeey a pcr Pe 7 a which would give the National Labor Relations | ~+*S 
i iy ieeaaans nec ng the Board less power and remove the jug-handled as- 
parties in interest and only the stabilization pects of the statute which now 1s directed solely probe 
board stood pat, But the higher echelon of against employers and leaves unions virtually with- | pecay 
government, represented by President Truman out responsibility. The right of the employer to strar 
and OWMR Director Steelman was half-hearted, call for collective bargaining elections by way of 
or less, from the very beginning and the true ending jurisdictional strikes (he must now sit on 
position of the White House was spotlighted the sidelines while his plant lies idle) would be one | 4dmir 
when WSB was overruled. As a practical propo- of the changes. Loss of rights under the Wagner | nortg 
sition it is now up to employers and employees Act would be the penalty against recalcitrant un- | hasn' 
to reach their own agreements—which, after all, ‘sil tigi 
SS Searing aie SE Sa. Another amendment would guarantee the right f 
of an employer to discuss (Please turn to page 110) 
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- particularly heavy, almost normal. After feedings, they can be marketed; but that 





Consumer resistance to higher prices is becoming evident 
to those who watch the commodity market. For instance, the 
fight against advancing prices in the field of decontrolled items 
is slowing movement of storage stocks of poultry and eggs — 
despite the meat famine. 





























Storage stocks of eggs on September 1 were nearly 8 
million cases or 3 million more than a year ago. Final figures 
for October 1 (tentative reports total at 6 million cases) will 
show the rate of withdrawals still slower than last year. Av— 
erage consumption per person is 270 against a normal of 390 — 
and it, will continue at that pace for the remainder of the year, 
meat or no meat. | 














Interagency commodity committees are working feverishly 
here to complete the preliminary and preparatory details looking 
to a broad and comprehensive series of reciprocal trade agreement 
meetings tentatively set for late this year or early in 1947. First step will be to 
organize the International Trade Organization with initial meetings in London. 


Planned is a complete and detailed charter of "rules of the game" to govern 
international trade. Expansiveness of themovement is seen in the fact that accept— 
ances have been filed by United States, United Kingdom, Canada, Australia, New 
Zealand, South Africa, India, China, Brazil, Cuba, Czechoslovakia, France, Nether— 
lands, Norway, Belgium, Chile, Lebanon. Running true to form, Russia is a holdout. 


Following London meetings, the delegates probably will come to Washington to 
work on actual trade agreements, either collectively or individually. At that time 
required notices under the Reciprocal Trade Agreements Act will be given, commodity 
lists by countries published. | - 










































































As for immediate markets, the British can be expected to buy larger quanti- 
ties of food than they originally planned. Other European countries have needs, but 
limited dollar exchange. Some can qualify for World Bank or Export-Import Bank 
loans. Others, Italy and Greece, are examples, are in sorry straits. Congress will 
have to examine the whole picture early in the next session — a broad and comprehen— 
Sive program is needed if European countries are to rehabilitate. 
































President Truman's about-face on the meat outlook in lifting ceilings has 
removed the last official voice denying the fact that has been obvious to housewives. 














Situation is this: receipts of livestock at markets have increased but the 
bulk have been stock and feeders headed for feed lots. Movement of calves has been 








will be after OPA's demise. Normal fall season hog run will be delayed until after 
first of the year. 








Business men who have struggled with government "forms" for the past decade 
probably will gasp at the knowledge that an important federal operation has stymied 
because of the lack thereof. Failure to provide "approved" mortgage forms has 
strangled the RFC program for purchase of veterans home loans. 




















Idea was that the Reconstruction Finance Corporation, by purchasing Veterans 
Administration guaranteed loans, would aid GI's by providing a ready market for the 
mortgages. But only mortgages made with approved forms are eligible — and RFC 
hasn't the forms, probably will not have them for several months. Accordingly, no 


existing mortgages are eligible. 
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District of Columbia board of tax appeals has taken up the subject of taxa-— 
bility of cooling equipment, and has split a hair. The subject should interest in- 
vestors in realty in view of the increasing use of this type of comfort promotion, 
especially in large business properties. 


























An air cooler, the board decided, is "real estate" because it is an integral 
part of the building, and is necessary or at least desirable to the use of the building. 
On the other hand, a water cooler is a "self contained unit” and so it's personal 
property, not subject to real estate ratals. 














Civilian Production Administration is a bureau unique in federal government 
annals. Its term of life was to expire March 31, 1947, but Administrator John D. 
Small wanted to close it out by December 31 of this year. Small has been overruled 
by the White House. President Truman has directed CPA to continue on the job, re— 
jected the suggestion that its functions be distributed among old—line agencies here. 





























Small had several motives. He believes almost all federal controls should be 
abandoned. CPA, moreover, is a specialized agency needing the services of qualified 
business men, most of whom are determined to return to their civilian tasks now that 
the war is over. And Small has been frustrated in every attempt to obtain the services 
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of qualified replacements. 























Warr Assets Administration statement that the preponderant share of small war 
plants has been sold or leased outside the 250 largest manufacturing corporations in 
the United States, warrants examination. The facts don't seem to support the thesis. 




















Study shows that 47 of the largest 250 corporations made 91 buys, representing 
24 per cent of the total number of sales, but 70 per cent of total cost of all plants 
sold (677.1 million dollars), and 70 per cent of the sales return (310.9 million 




















dollars). : 


On the subject of leases, the record shows 29 of the 250 largest corporations 
were awarded 44 leases, representing 39 per cent of the number, but 73 per cent of the 
reported cost of all leases, which was 509 million dollars. United States Steel, 
with four purchases at a reported cost of 320.8 million dollars led the list of those 
acquring surplus war plants. 





























Hunt for meats being held off the market, launched by Gov. Tobin of Massa— 
chusetts, has a purpose which did not appear on the record. Tobin, a Democrat, 
naturally feared that the shortage of food would react against his party's candidates 
in November, and it most surely will, but the governor really was searching out the 
sources of the impounded beef. 

















Massachusetts is one of the country's leading states in shoe production. 
Several of its industrial centers depend upon that manufacture much as Akron relies 
on tires and Detroit on automobiles. Some of the principal cities face industrial 
demoralization, total shutdowns, unless more hides are speeded to the factories. The 
black marketeer, naturally, discards the hide; it does not go into production. To 
the extent that the black market thrives, the shoe industry weakens. That was Tobin's 
primary interest in the subject. 





























Democratic national headquarters has pinned its hopes for retaining control 
of the House of Representatives on a heavy turnout of votes next month. And they're 




















enjoying the fact that Gov. Thomas E. Dewey and other Republican candidates have been 
.forced, by patriotic necessity, to urge the voters to go to the polls. 
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..» Monetary Developments in Latin America 
... Anglo-Argentine-Brazilian Trade Pact 
... U. S. Dollar at Discount in Swiss Market 


... Austro-Hungarian Economic Deterioration 





HE LATEST AVAILABLE DATA reveal that in a num- 

ber of Latin American countries the gold and 
foreign exchange reserves are either levelling off or 
have undergone a considerable decline. The trend is 
by no means general as yet—in some cases the de- 
cline may prove to be temporary—but it is probably 
safe to assume that the peak in Latin American gold 
and foreign exchange holdings was reached some 
time last Summer. What the reserves were at the 
peak can be only guessed at in the absence of some 
of the data such as the holdings of thé Argentine 
Stabilization Fund and of Brazilian Government 
balances abroad which are not regularly reported. 
A figure of $4,750 million, which is nearly five times 
pre-war, is probably a fair guess. 

The remarkable fact is that the decline did not 
take place until almost one year after the end of 
the war. The explanation for this can be found 
(one) in the rising prices in world markets for most 
Latin American products, (two) in the great ex- 
pansion of Latin American exports neglected during 
the war (cotton, corn, linseed, ete.) following the 
re-opening of European markets and the easing of 
shipping situation. The exports are expected to 





establish an all-time record dollar volume this year, 
probably around $3,500 million as compared with 
$3,150 in 1945 and $1,930 million in 1939, (three) 
Latin Americans have been unable to obtain desired 
goods in sufficient quantities. Until recently this has 
kept imports from expanding faster than exports. 
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AROUND 
THE WORLD 


By JOHN LYONS 














Apparently goods are becoming available in 
larger quantities; this is reflected in the latest im- 
port figures which are undergoing rapid expansion. 
During the summer months Latin American imports 
rose nearly 50 per cent higher than one year ago. 
They now run at an annual rate close to $2,750 
million as compared with the actual imports of 
$2,200 million in 1945, and $1,500 million in 1939. 

The extent of the declne of gold and foreign 
exchange balances in certain Latin American coun- 
tries is shown in the accompanying table. Chile has 
apparently been one of the countries most seriously 
affected. Heavy commitments abroad for industrial 
equipment (not fully reflected in the import figures) 
are probably by far the most important contributing 
factor. The Chilean Government has been anxious 
to push the industrial and agricultural diversifica- 
tion of the country’s economy so as to avoid depres- 
sion and unemployment such as took place following 
the sharp decline of copper and nitrate exports in 
the early *thirties. The drop in Bolivian, Kcuador- 
ean, Costarican and Nicaraguan reserves can be ex- 
plained largely by the cessation of our wartime pur- 
chases and other expenditures, but some flight of 
capital may have taken place in view of unsettled 
political situation and the state of public finances. 
In all three countries the prices are far above the 
world level and still rising; a change in the exchange 
rate may be unavoidable, if their exports are to be 
expanded to a considerable extent. ; 

A possibility of the devaluation of Peruvian cur- 
rency, the sol, has been recently intimated largely 
as a result of heavy public expenditures. The coun- 
try’s reserve is relatively small at Latin American 
countries go. The high rate of imports is the princi- 
pal cause of the decline of Mexican holdings; how- 
ever, the heavy tourist traffic and the sales of silver 
which had been withheld from the market, may bring 
up the holdings to former levels. 












Declining Gold and Foreign Exchange Reserves 
in Latin America 
June Dec. March April May June July 
1945 1945 1946 1946 1946 1946 1946 
Chile (000,000 pesos) 
Gold 288 349 393 393 393 393 378 
For. Exch. 245 185 120 83 70 51 57 
Costa Rica (000,000 colones) 
Gold 56 34 28 28 23 17 
For. Exch. 15 9 6 6 6 8 
Ecuador (000,000 sucres) 
Gold 289 289 289 242 
For. Exch. 84 15 23 
Bolivia (000,000 bolivianos) 
! 684 913 919 919 
For. Exch. 588 575 493 445 
Nicaragua (000,000 cordobas) : 
Gold 24 24 
For. Exch. 13 9 
Peru (000,000 soles) 
Gold (a) 120 120 120 120 320 120 
For. Exch. 83 118 111 82 78 65 
Mexico (000,000 U. S. $) 
For, Exch. ¢ 349 345 317 285 
Colombia (000,000 pesos) 
Ie Gold 178 222 229 230 232 234 236 
For: Exch. 98 88 86 77 73 66 79 
(a) Adjusted to the current exchange rate for the sol. 




















Britain's Financial and Trade Pact with 
Argentina and Brazil 


The two trade pacts negotiated last month by 
Great Britain with Argentina and Brazil are sig- 
nificant in that more than ‘any other similar pact 
negotiated in recent months, they constitute an at- 
tempt to remove some of the major problems cre- 
ated by the war and to prepare the ground for more 
normal and free trade relations. In the treaty with 
Argentina Great Britain for the first time carries 
out some of the obligations imposed by the Anglo- 
American trade treaty. Undoubtedly it will serve 
as a precedent for other trade and financial agree- 
ments with other countries which have blocked pound 
balances. 


Argentina agrees to ship most of her exportable 
beef to hungry Britishers during the coming year. 

































Because of the wide scope of the treaty, the 
negotiations in Buenos Aires lasted for several 
months. The British Financial and Commercial 
Mission threatened to walk out on several occasions 
and on one of them already set the date for their 
departure for London. The Peron Government was 
in a strong bargaining position and knew it; how- 
ever, some of its demands such as that the unsettled 
balances in London bear an interest rate of 244 per 
cent and that the price of meat be raised at least 
three-fold from the pre-war level have fallen flat. 


‘Brazil’s position was much weaker; moreover, she 


was anxious to obtain the access to British markets 
for such products as cotton, coffee, and vegetable oils. 

Under the Anglo-Argentine agreement the bulk 
of Argentine blocked balances in London—about 
£100 million out of the total of about £135 mil- 
lion—is to remain blocked as far as the dollar areas 
are concerned and will bear an interest rate of 14 
per cent per annum. However, a part of these 
blocked balances may be used for the settlement of 
Argentine unfavorable trade balances with the 
pound sterling area—provided such unfavorable 
balances occur which is doubtful and to repatriate 
the outstanding Argentine sterling debt and other 
British investments of like character. 

Of the unlocked portion some £10 million are to 
be transferred to Brazil, and the remainder is to be 
freely convertible into gold or dollars in payment 
for current transactions at the rate of £5 million 
a year for the next four years. Similarly the new 
sterling balances arising from current transactions 
also may be used freely including in the dollar area. 

The second part of the Anglo-Argentina trade 
treaty covers meat purchases. During the next 
four years the entire Argentine exportable surplus 
of meat—with the exception of 17 per cent of the 
surplus during the first year and 22 per cent during 
the second year—will go to Great Britain. The 
price is to be 45 per cent higher than before the war, 
but adjustments are to be made if the world price 
of meat rises in the meantime. 

The third part of the treaty deals with the Brit- 
ish-owned railway system in Argentina. Ownership 
and operation of these railway lines which account 
for half of total Argentine railway mileage and are 
assessed at about $1 billion, is to pass to a joint 
Anglo-Argentine corporation. The move amounts to 
the nationalization of Argentine railways. The 
British companies are to receive stock in the new 
corporation which the Argentine Government can 
take over any time it so decides. Meanwhile, the 
Argentine Government is to invest over the next five 
vears at least $125 million in the rehabilitation of 
the railway system on its part. 

The unblocking of Brazilian funds in London is 
different in the respect that no part of the estimated 
balance of about £55 million (including the £10 
million transferred from Argentine) will be available 
outside the sterling area. The whole amount is to be 
used for purchases of British machinery and rail- 
way equipment. It is expected that as a result Bra- 
zilian imports from Great Britain may double within 
a year. At present, they are running at an annual 
rate of about £9 million. (Please turn to page 106) 
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Looms and spindles with 
new efficiency race to 
supply the world with 
fabrics in urgent need 
by mankind everywhere. 
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Another Look fit coe 
The TEXTILE INDUSTRY 





Photo by Industrial Kayon 


By H. S. COFFIN 


F OR MONTHS Past producers of textiles in all forms 
have been racing at top speed to supply basic 
materials for apparel, sheets, towels, diapers, rugs 
and draperies. Never in all history, thanks to scarci- 
ties created during nearly five years of war, has such 
of a flood of alluring dollars arisen to stimulate 
manufacturers of yarns and fabrics to all-out ac- 
tivity in peacetime. Spinners of cotton, woolen and 
rayon yarns, producers of every kind of fabric, con- 
verters and finishers alike, have been drawn into a 
maelstrom of feverish effort to capitalize on their 
opportunity while the going is good. Even the 
makers of almost forgotten silk goods find the pub- 
lic ready to grab their offerings as rapidly as they 
appear on the shelves of distributors. But despite 
the heaven-sent aspects of the picture, troubles a 
plenty are bothering many segments of the industry, 
danger signals cloud the horizon, and competitive 
trends among fibers are likely to bring medium term 
repercussions. Hence the situation warrants ex- 
amination to some extent. 

Currently, with demand still far outstripping ca- 
pacity, both operational handicaps and distributing 
problems are the disturbing factors, affecting dif- 
ferent branches of the industry to varying degrees. 
Labor shortages, lack of modernized equipment, 
soaring costs for both wages and fibers such as cot- 
ton, plus restrictive Federal controls, are proving 
more or less of a nightmare in most executive of- 
fices. When it comes to adjusting operations in line 
with regimentation rules from Washington, the im- 
portance of the industry to the level of living costs 
has made it a broad target for planners in both 
CPA and OPA. The re-entry of 12 million veterans 
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to civilian life, all in dire need of new clothing and 
many of them assuming the responsibilities of mar- 
ried life, have naturally swelled the already huge 
backlog of deferred demand from the rest of the 
population. Prior to enactment of the Price Control 
Extension Act, Federal aims to hold prices down 
and to channel more lower-priced goods to meet the 
needs of consumers in the modest income groups led 
to a maze of complicated rulings. Until such time 
as experience rather than arm chair theories are the 
determinants of progress in the textile field, it will 
be impossible to achieve anything approaching peak 
efficiency during the near future. 

Fortunately indeed, the financial status of most 
large units in the textile industry was greatly 
strengthened by retention of wartime earnings and 
access to a record breaking easy money market. 
This improvement in affluence naturally opened. the 
way to placement of tremendous orders for the 
most up-to-date-equipment to replace looms and 
spindles either hoary with age er rendered obsolete 
because of technical gains in the science of textile 
machinery manufacture. It said that since VJ Day 
alone, more than a hundred new and extremely ef- 
ficient machines have appeared on the market to 
speed up, combine and enhance textile production. 
Trouble is, though, that specialists making textile 
equipment have been so snowed under with orders 
that they claim it would take them a decade to catch 
up. Hence, mills able to acquire even a portion of 
their requirements in the way of machinery con- 
sider themselves lucky, and many are trying hard to 
supplement their purchases by importing equipment 
from famous makers in Great Britain and Switzer- 














































land, main suppliers to the world of looms and 
spindles. 

Despite these barriers to achievement of current 
bright potentials, the textile industry as a whole is 
experiencing widespread prosperity in 1946, for 
both production and sales of most lines are exceed- 
ing those of 1945 by a comfortable margin, and 
with substantial volume, unit costs are lowered to 
permit net earnings to accumulate at an above aver- 
age satisfactory rate. But regardless of the impres- 
sive backlog of orders and the current abundance 
of public purchasing power, a very large “if” has 
begun to cloud the medium term outlook. Fact is 
that this industry is traditionally over-sensitive to 
changes in economic conditions, and due to peculiari- 
ties in distributive processes has always been a feast 
or famine form of enterprise. Over capacity in pre- 
war hence constituted an adverse factor when the 
public for any reason showed signs of tightening its 
grip upon the pocket books. Presently we will dis- 
cuss in more detail how a change in supply and 
demand is likely to affect makers of woolens, cotton 
goods and rayon in different degree, but by and 
large it is safe to say that signs are becoming 
clearer that by next spring prices may become un- 
settled after the most urgent needs for textiles have 
been satisfied. “If” this occurs, and at almost the 
first sure sign of it, all components from manufac- 
turers to finishers, jobbers to retailers will have to 
draw in their horns very rapidly to avoid serious 
inventory losses if they are wise. 

Right now, experienced operators in the field, 





while currently benefitting from a moderate string 
of price boosts to offset mounting costs, realize that 
not for a few months will the uptrend reach its peak 
at the consumer level. Danger to this nervously con- 
stituted industry is that should buyers of all forms 
of merchandise begin to express hesitation over 
high prices, handlers of textiles, as in all similar 
past periods, will be the first sufferers. Although 
retailers of soft goods in the current sales hey-day 
have been carrying nearly $8 billion of inventories 
in this classification and are having no trouble in 
moving out their stocks at a record pace, store 
buyers have been cautioned on a broad scale by 
executives not to place orders for delivery beyond 
January 1, 1947. For this reason, with 1939 as 
100, the Department of Commerce index of inven- 
tories at the mill level or in hands of wholesalers 
stood at 164.4 at the end of July against 118.1 at 
a relative time in 1945. True, shipments had risen 
to 175 from 154 in the same period, but not enough 
to stabilize the production relationship. Quite re- 
cently it was estimated that stocks in the hands of 
factories and jobbers were thus about three times 
those of the retailers, and if continued, this dis- 
parity would cause some serious losses if the price 
structure were to tremble. Applied to merchandise 
now valued at some $30 billion, even a minor dip 
in price adds up to a lot of money. And when the 
national income starts to decline, the public urge 
for economy always expresses itself first in refrain- 
ing from the purchase of textiles in all forms. At 
such intervals earnings of the textile manufacturers 











Pertinent Financial Statistics On Leading Textile Manufacturers 
























































* 12-months-to-date. (x) Plus 5% Stock. 
(a) All figures adjusted for 2-for-1 split July, 1946. 
2-for-1 split April, 1946. 


year. Je—For Fiscal year ended June 30, 1946. 


t For 6 months ended Jure 30, unless otherwise indicated. | 
(b) All figures acjusted for 2'/2-for-1 split September, 1946. 
(e) All figures adjusted for 3-for-1 split Aucust, 1946. 
De6—For 6 months ended December 31, 1945. Je9—For 9 months ended June 30. 


| Pernod 1946 sa — 1941-44 Current* 1945 Recent oll Dividend ng 
| (000 omitted) Interimt Fiscal Year Average Dividend Dividend Price Ratio Yield Rating 
| COTTON: 
| AMAR AIIINE a cinsccanstmsscasisicorcne $79,385 0 eeesnen $3.24 $3.74 $2.00 $1.00(x) $56 17.3 3.6% B2 
EN EN 64,023 $3.23 2.52 2.86 2.00 1.25 32 12.7 6.3 BC 
IE NED. Scns soksncccesesscnstebsscaecens 49,269Je 4.74Je 3.74 3.94 2.25 2.00 46 9.7(q) 4.9 BI | 
RAYON: | 
PNR NOI cc ccscsscssccicsncess)  cexesbess «== was $3.15 $1.12 $1.00 $1.00 $25 7.9 4.0% c+1 
ES TLE Re a eT OR 3.29 4.59 3.50 3.50 88 26.7 4.0 c+ 
American Viscose .......sssssssssssssscsssses 119,375 $3.20 2.32 2.59 2.00 2.00 5) 22.0 3.9 BI 
Celanese Corp. of America (b).... 104,197 1.07 a 0lUC<“‘ ll 80 270—CiO«18.Sit~‘i«s«Si@*OS: 
Industrial Rayon (6). accccocssssssssessees 32,872 2.72 1.31 1.21 1.37% 1.00 42 32.0 3.3 BC 
~ North American Rayon .................... 19,256 3.55(f) 2.24 2.99 2.25 2.25 38 16.9 5.9 c+1 | 
WOOLEN: | 
| American Woolen ...ccsccessseseseseneen $162,679 $24.15 $14.63 $7.96 Nil Nil $45 3.1 i a 
| MISCELLANEOUS: | 
| Belding ee $14,097 $1.06 $1.42 $1.40 $.80 $.80 $16 11.3 5.0% c+t | 
| Blumenthal, Sidney ...ccso..--sssssssssseee 15,536 2.94 1.29 2.70 1.40 80 25 19.3 5.6 c+ | 
| Burlington MiIS (1) cesssescssssssssssseee 108,199 2.27Je9 ‘1.32 WW 1.172 62/2 20 15.1 5.9 a1 | 
| Textron ...... —_a ku. 09 83 50 50 13 144.4 3.8 s—3 | 
| “United Merchants & Mfrs. (e)..... 103,854 1.16De6 ‘1.33 1.07 83 1/ 50 15 11.3 5.5 BI | 
| 
| 


(c) All figures adiusted for | 


(f) For 36 wks to September 7. (g) Based on 1946 Fiscal 
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as a rule decline with discouraging intensity. 

One factor which may tend to improve conditions 
in the industry henceforth compared with former 
periods, if demand should begin to shrink, is the 
large scale integration which took place in war 
years and still is continuing to be expressive. Where 
this process used to be confined to the addition of 
weaving along to the operations of spinning yarn, 
the trend now has broadened to combine under one 
management every process from the production of 
yarn ‘down to the styling and wholesaling of the 
completed products. : 


Although drastic curtailment of military demand 
for woolen fabrics has lowered volume for . this 
branch of the textile industry by some 10% dur- 
ing the current year, lack of orders cannot be held 
accountable for this circumstance. While demand 
for suitings, rugs, drapes and blankets from civilian 
sources has been insatiable—far beyond. capacity 
limits—several factors have combined to hold down 
production. For one thing, excessive use of ma- 
chinery during war years has entailed need for ex- 
tensive overhauling and replacements. But more 
important has been the problem of a 30% shrinkage 
in the labor force compared with 1941, not to men- 
tion a lowering in individual efficiency of the work- 
ers. Additionally, the Federally enforced distortion 
of output into lower priced goods has naturally 
lowered dollar sales. Quite recently, however, a re- 
turn to unrestricted production has been made pos- 
sible by the Government. In terms of yardage, pro- 
duction for the full year may reach 600 million 
yards, or some 20% above 1945. 

Extensive end use of woolens is reflected by re- 
ports that apparel makers in 1946 may produce 25 
million men’s suits alone. While this falls short of 
an estimated latent demand running as high as 40 
million suits, feeling in conservative quarters is that 
supply of woolens soon after the turn of the year 
may catch up with demand and that this branch of 


the textile industry will 








MARKET ACTION OF TEXTILE STOCKS 


























































































500 500 
ITT TTT TT TT AN 
*M. W. S. TEXTILE STOCK INDEX / 
400 cen | \ 400 
ee IA a ot , " a 
‘Sw . So, 
Net TEL ELIT 
cool ett | P| Me W. S. 300 STOCK INDEX = 
peur 4 | | | | | | | | | 
PiaT Phd | Chae ee eeae 
100 |_| feet | ——s | ++—_1_li00 
Seeeee | Beeviecc | 
| | | MONTH END CLOSING PRICES | | 
PaaS ee ee fy i is Py 
1945 1946 























to cut further into the use of wool. Investor interest 
in woolen shares centers largely in well integrated 
American Woolen Co., largest producer i in the ‘world. 


King cotton still commands an outstanding su- 
premacy in worldwide usage of textiles, although 
‘ayon products have made strides in winning popu- 
larity. In the over-all competitive race the current 
percentage of demand is about as follows; cotton 
goods——76.1%, and woolens—10.9%. 
For decades past the cotton branch of the textile in- 
dustry has slowly but surely diminishing a status 
of major over rapacity to one more nearly in line 
with potential average demand. Cotton spindles in 
1945 numbered only 23.8 million against more than 
37 million in 1925. Unfortunately less than 14% 
of those now in use are less than ten years old, high- 
lighting an urgent need for new equipment. 





On top of a scant labor supply and a 74% in- 
crease in average wage (Please turn to page 107) 
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realized that competition 


alerted to potential mar- tai: Sheet iii 
ket changes. Not that this Total Assets ppt nog Current Book seas Cash _— Recent 
indicates a medium term ($ million) Ratio Value Assets Price 
possible ‘decline in volume American Bemberg ................. $2 $4.8 16 $20.20 $22.40 $25 
as a matter of course, but | American Enka 19.9 13.5 7.1 47.62 26.60 88 
rather that demand may American Viscose .....ce..-- 628 «65 60.53 24.60 51 
level off during the com- American Woolen. 501 3.2 © 57.42.—t—“‘<i‘«‘ SH Ct*~<i«‘«S 
ing year. Bright factors holding Menlawey a a 0)| lo 13.31, 6.75 16 
are that raw wool is in Blumenthal, Sidney 80 3.80.90 05 
ample supply and_ that Burlington Mills (€)...cccnnn 55.1 22.4 41 8.86 381 20—s*Y| 
profit margins are likely Cannon MINS cccececccssccscecseseeee  36.12~*«<aTt:*«S'N 10.07. 6 | 
to be satisfactory for a Celanese Corp. of A. (b)....... —°) ae 75 «610800 
while yet, because the Industrial Rayon (c) a ae 4.23 «407,042 
pressure of mounting costs North American Rayon ......... 17.4 9.3 4.8 26.21 15.40 3B | 
will be substantially eased Pacific Mills (6) ceccccssssssssccnen 38.9 225 82. 44.98 11.2000 32 | 
by tax savings and large Pepperell Mfg. 31.5 16.2 3.8 52.61 14.95 “6 | 
volume. But conversely A i a wn «273 “77-—~C“<C~* ~*(‘!SS”:*”*«S*SS - 3.12 3 | 
in the long run it must be | United Merchants & Mfrs. (e).. 60.4 31.2 26 9.13 5.43 6 | 
| 
| 
| 








(a)—Adjusted for 2 for 1 split ‘July, 1946. 
(c)—Adjusted for 2 for 1 split April, 1946. 








aly ~ (b)—Adjusted for 2: 2 ‘ter 1 split September, 1946. 
(e)—Adjusted for 3 for 1 split August, 1946. 








from other fibres is likely 
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Souretnent Audit Of... 


FIRESTONE 
Tire and Rubber Co. 


Photo by Firestone 





By H. F. TRAVIS 


W™ AN ALMOST UNBROKEN dividend record 
since incorporation in 1910, the Firestone Tire 
& Rubber Co. merits attention from an investment 
standpoint. Common dividends have heen paid in 
all years with the exception of 1922 and 1923. Sales 
in the last war year ending October 31, 1945 ex- 
ceeded $681 million dollars, and for the first peace 
year are estimated at in excess of $500 million. 
Sales in 1929 amounted to $144 million, dropping 
to $75 million in the depression year of 1933, then 
rose to $160 million in 1939, and then to the peak 
of the last few years. Net income increased from 
$7.7 million in 1929 to $16.5 million in 1945 and 
total assets in the same period rose from $161.6 mil- 
lion to $267.2 million in the latest fiscal period, with 
net working capital rising from $79.9 million to 
$139.1 million in the same elapse of time. 

An outstanding characteristic of this company 


Price record of Firestone common stock, with 
pertinent data on a and dividends. 
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Tires by the million pour forth from Fire- 
stone factories to meet mounting demand. 


growth, one of the four leading rubber processors, 
has been expansion and diversification of its activi- 
ties into many new fields. Company operates 48 
plants in 19 states and 10 plants in foreign coun- 
tries, including Canada, England, Argentina, 
Brazil, Union of South Africa and India and has 


‘ purchased some U. S. owned plants in the last year. 


Firestone Plantations Co., a subsidiary, operates a 
rubber plantation in Liberia, West Africa, which 
leases approximately 200,000 acres of land, and has 
long term options to lease an additional 800,000 
acres. Of the total area over 75,000 acres were 
under cultivation and trees on more than 45,000 
acres had matured and were producing rubber. Two 
processing factories and a crude rubber preparation 
plant are in operation in Liberia, treating and pre- 
paring the rubber produced. Production from the 
Liberian plantations in the 1945 fiscal year exceeded 
40 million pounds a sizable quantity, not only on 
an absolute basis, but in proportion to total world 
output. 

Outlook for the Industry 


Outlook for the industry is bright, with total rub- 
ber consumption requirements estimated at one mil- 
lion tons for 1946 to catch up with deferred demand 
and it is estimated by the Rubber Manufacturers 
Association that replacement tire demand will not be 
satisfied‘ until well into the first quarter of 1947. 
Tire shipments in the first seven months of 1946 
established a new record of 38,338,695 as compared 
with 22,518,723 in like period of 1945. Production 
for the first seven months amounted to 39,342,207 
as compared with 22,900,631 in 1945 period. Tire 
inventories at the close of July amounted to 3,954,- 
149 as compared with 2,542,804 a year earlier. 
Shipments of replacement passenger tires in the first 
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seven months of 1946 almost 









































equalled the entire 1941 year, Measuring the Trend of Firestone’s Earnings 

when a new record was established. = bin a eee 
Backed up demand of the war Sales ($ milliod) occ $681.7 $651.4 $268.1 $160.1 $84.3 $144.6 
years, according to the Rubber ae yp sonia 30.2 13.8 8.7 7.1 5.2 4.6 | 
Manufacturers Association is still Gace te 

running high. It is so high, the C$ million) 22... ..cccsssscsseeeee--s 14.5 13.9 8.4 3.9 2.1 6.2 
Association states, that the indus- Operating Profit Margin ...... 8.6% 8.9% 12.7% 7.6% 7.2% 7.8% 
try now believes that many months Net Profit Margin .................. 2.4% 2.5% 4.2% 4.2% 6.1% 5.3% 
of full production will be needed % earned on invested 

to fill dealer shelves, and it will be pital 10.0% 10.4% 11.4% 6.5% 4.2% 5.0% 
well into the first quarter of 1947 Earned per common share.... $7.42 $7.34 $4.37 _ $2.03 $1.07 $3.27 
before the industry can satisfy Price-Earnings Ratio* .......... 8.1** 6.5 3.4 10.3 13.1 9.5 
demand and start building up its Dividend Rate .......csccscssesennn $2.50 $2.00 $1.25 $1.00 $1.00 $1.60 | 
abnormally low inventories. For Dividend Yield* 4.1%** 4.1% 8.3% 4.7% 7.1% 5.1% | 





the first seven months of 1946, out 





705-532 57'%4-3834 18/2-12%4 25V2-17%% 18%s-10¥2 37-242 





of total factory shipments of pas- 





senger car tires amounting to 35,- 
331,459, only 4,649,537 were 





shipped to automobile companies 


Fiche enh sana $63.71 $57.51 $41.04 $31.67 pabsaeoe oa al 

Cash Asset Value Per 
Common Share .................. $14.60 $13.20 $6.90 ee ew ee 
Current Ratio ............cccccccccesee 4.3 23 2.9 ae”. wae «= see 





for original equipment and only 
323,894 shipped for export, leav- 





* Price used is that which is midway (the median) of the range for the year. 
** Based on recent market price of 60. 














ing a balance shipped for domestic 
replacement purposes of 30,358,028 tires. This 
compared with the highest replacement figure im- 
mediately prewar amounting to 34 million shipped 
for replacement purposes during the entire 1941 
year. Production of truck and bus tires for the first 
seven months of 1946 totaled 8,763,992 units. An- 
other favorable factor is increased amount of na- 
tural rubber to be made available in 1946. 

Record earnings were reported by the tire com- 
panies for the first half of 1946, and these results 
should be improved over the latter part of the year, 
with increased selling prices granted by O.P.A. For 
the six months ended April 30, 1946, Firestone re- 
ported a net profit of $12,845,926 equal after divi- 
dend requirements on the 426,000 shares of 414 
per cent preferred stock, to $6.09 a share on 
1,951,434 shares of common stock, comparing with 
$6,981,806 or $3.08 a common share in like six 
months of 1945, almost doubling net. 


Store Operations and Distribution 


Products are distributed through more than 30,- 
000 dealers and the company’s own service and auto 
supply stores, which now total 680 units. Retail stores 
are engaged in merchandising many items such as 
batteries, radios, sporting goods, paint, work and 
recreation clothes, toys, garden supplies, tools and 
home appliances of all kinds, also supply services 
as tire repairing and retreading, lubrication, brake 
and ignition service, sell oil and gasoline and render 
all the servicing required by car operators. Ex- 
pansion of store activities-is playing an increasing- 
ly important part in the company’s profits picture 
and new units are constantly being opened. Latest 
developments include supplying of retail stores en- 
gaged in selling aviation supplies and accessories 
at airports. Many new units have sprung up at 
principal airports in the last few years and have 
now gained recognition'as one of aviation’s newest 
and most successful enterprises. 

These stores independently owned by airport 
operators, sell products such as spark plugs, radios, 
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tires, brake linings, plexiglass windshields and, flight 
jackets, fabric dopes and batteries. Firestone is 
pursuing its progressive distribution and merchan- 
dising policies, gained through operation of its own 
service stores, and these outlets are expected to be 
of increasing importance, both in selling its own 
tires for the airplane trade and enlarging distribu- 
tion facilities. Company has prepared package dis- 
play cases, for these stores, completely stocked with 
items most often needed by plane owners, display 
signs, illustrated wholesale and retail catalogues, 
direct mail and national advertising aids. With a 
small initial investment, (Please turn to page 105) 


































Pertinent Balance Sheet Items 
Oct. 31, Oct. 31, 

1945 1941 Change | 
ASSETS (000 omitted) | 
COM 55. es ...- $28,512 $13,400 +$15,112 | 
E.P.T. Refund ...... Rist ye + 2,810 
Receivables, net 68,427 44,821 + 23,606 
Inventories .......... eed 81,851 74,264 + 7,587 
Other current assets .......c000. 0000 ees 2,352 — 2,352 | 
TOTAL CURRENT ASSETS ........ 181,600 134,837 + 46,763 | 
Plant and equipment ... 140,609 122,885 -+ 17,724 
Less depreciation ...................... 78,843 42,946 + 35,897 
Wee Preneren s.-2..—<........:.,...-...-.. 61,766 79,939 — 18,173 
Ce GND Lo ees 23,862 11,011 + 12,851 
WTA ASSIS © oncicsecsncnnce 267,228 225,787 + 41,441 
LIABILITIES 
Pe NN aren csccsesiccscic 1,914 10,654 — 8,740 | 
Accts. payable and accruals .. 14,711 14,020 + 691 | 
Reserve for taxes ....................-. 25,968(a) 20,846 + 5,122 | 
TOTAL CURRENT LIABILITIES... 42,593 45,520 — 2,927 | 
Minority Interest ........................ 382 552 = 170 | 
Advs. under Gov't Contracts.. 14,157 1,922 + 12,235 

(contra) 

Rong tena GeO 2... ncn. 42,000 50,000 — 8,000 
EE LIS IMEC 23,000 10,000 + 13,000 
Capital 91,386 65,963 + 25,423 
Surplus ‘iin 53,710 51,830 + 1,880 
TOTAL LIABILITIES. .................... 267,228 225,787 + 41,441 
WORKING CAPITAL .................. 139,007 89,317 + 49,690 
CU MI ancrccnseoeccctssctsckcocies 4.3 2.9 + 1.4 
(a) After deducting $32.9 million U. S. Treasury Tax Notes. 


































6 STRATEGIC STOCKS 


—For Defensive Investment 





Selected by OUR STAFF 


AUTIOUS INVEsTORs hesitant to make portfolio ad- 

ditions on the heels of a significant decline 
in share prices are none the less alert in scanning 
their holdings from a defensive viewpoint. During 
the current period of uncertainty, retention of shares 
selected for proven soundness under unfavorable 
conditions in prewar has become a strongly warrant- 
able policy. ‘To assist our readers in the rather com- 
plex task of picking out a few issues, the fundamen- 
tals and records of which lend above-average appeal 
along these lines, we have chosen from among many 
well-rated concerns six which seem especially worthy 
of brief discussion for the special purpose mentioned. 


ABBOTT LABORATORIES: As one of the leading pro- 
ducers of ethical drugs, Abbott has exploited mar- 
kets all over the world. Established in 1900, but under 
new management since 1933, growth since the latter 





ABBOTT LABORATORIES 


IN MILLIONS OF DOLLARS 


BARS = NET SALES ; LINE = NET INCOME 
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date has been truly phenomenal, attesting to the high 
reputation the company has gained in the medical 
profession for the qualilty of its products. Despite 
heavy competition in its field and an expansion in 
facilities during war years which made possible total 
delivery of about $22 million medical supplies to the 
Armed Services, civilian sales in 1945 amounted to 
$33.6 million, with sharp gains reported in the cur- 
rent year. As volume in 1933 was barely more than 
$4 million, sales in 1945 had increased by 728% 
during 12 years. All in all, the company manufac- 
tures more than 1200 items in constant demand by 
druggists almost everywhere, output including vita- 
min products, biologicals, germicides, penicillin and 
streptomycin, not to mention a number of specialties 
originated in its own laboratories. So thoroughly 
established is the reputation of the company that 
plans are formulating to spend more than $10 mil- 











AMERICAN TOBACCO CO. 
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1938 1939 1940 194) 1942 1943 1944 1945 
NET PER SH.489 5.12 559 458 428 425 3.73 3.69 
DIV. PERSH.;5.00 5.00 5.00 450 325 325 3.25 3.25 
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lion for new and modern facilities as time goes on. 
Only by such measures does Abbott believe produc- 
tion can keep pace with rising demand for its many 
products from all over the world. 

How substantially the financial status of Abbott 
Laboratories has improved in step with its industrial 
expansion is disclosed by scanning recent balance 
sheets and income statements. Through retirement 
of all outstanding preferred stock in 1946, sole capi- 
talization consists of 1,869,000 common shares. On 
December 31, 1945, current assets of about $29 mil- 
lion compared with current liabilities of $9.7 mil- 
lion, indicating ample working capital. As for net 
earnings, it is significant that back in a depression 
year like 1933, when civilian sales were only $4 
million, net came to $549,000, sustaining dividends 
without a break. Despite heavy excess profits taxes 
paid in 1945, net in that year amounted to $3.1 mil- 
lion, or after allowance for senior dividends, equal 
to $1.67 on the equity issue. And with relief from 
EPT, and increased volume, net for the first six 
months of 1946 soared to $3.06 per share. Current 
conservative dividend rate is $1.60 per share annu- 
ally, including extras so far this year. Such a rec- 
ord as this invites investor confidence. 


AMERICAN TOBACCO CO.: While consumption of 
tobacco products does vary somewhat during busi- 
ness cycles, the up and down trends are far less 
marked than in the case of many other consumer 
goods. Hence, relative stability in earning power 
has been a characteristic of this giant in the tobacco 
industry, attended by long-term growth. Increase 
in population and an expansion in smoking habits 
among both sexes account for rather steady volume 
gains in good times, enhanced during war years by 
psychological factors. As the industry is highly 
mechanized, varying costs of raw leaf rather than of 
labor are the main determinants of profit margins. 
And due to the low price of units, margins can be 
easily adjusted by adding a penny or so to the retail 
price without arousing consumer resistance. Cigar- 
ettes account for more than 90% of American To- 
bacco’s annual sales which totalled more than $550 
million in 1945, continuing a long maintained up- 
ward trend in volume. In the face of stiff competi- 

















BORDEN CO. 
BARS = NET SALES IN MILLIONS OF DOLLARS LINE = NET INCOME 
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tion, 98 billion “Lucky Strikes” were bought by the 
public last year, holding top rank in popular favor 
for the fourth consecutive year. The company also 
sells seven other brands of cigarettes, numerous 
popular brands of cigars, along with smoking to- 
bacco and plugs. While promotional expenses are 
heavy, the huge volume achieved has consistently 
supported net earnings on a very satisfactory level. 
Now that price controls have been removed and 
wholesale prices have been advanced by 25 cents per 
thousand cigarettes for the second time in 1946, and 
with EPT no longer slicing into profits, a current 
upward sales trend should produce interesting re- 
sults for 1946. Chances are good that net this year 
may show a sharp increase over the $3.69 per share 
reported for 1945, unless all signs fail. 

More importantly, an unbroken dividend ‘record 
since 1905 attests to the dependable earning power 
of this strongly entrenched contender in the tobacco 
industry. The current rate of 75 cents quarterly on 
the “B” common shares was bolstered by an extra 
of 25 cents earlier in the year, and as the company 
has borrowed on long time some $180 million at 3%, 
working capital needs should be no deterrent to divi- 
dend liberality for some time to come. The shares 
deserve a high investment rating. 


BORDEN CO.:. Consumer demand for dairy prod- 
ucts during years when the national income falls to 
a low ebb appears to have a clearly defined irreduc- 
ible minimum. Relatively low cost food with tradi- 
tionally sound nutritional values is so readily obtain- 
able through purchase of milk, butter and cheese 
that distributors experience little difficulty in finding 
customers when the economic skies are dark. Hence 
shareholders in Borden have for decades past en- 
joyed an outstanding record of dividend receipts. 
Although the business started in 1857, it was only 
after World War 1 that Borden began to integrate 
and expand its operations on a large scale, as a re- 
sult of which policy its volume climbed consistently 
to a high of $459.4 million in 1945. As the second 
largest factor in the field, this company has fluid 
milk plants n 18 Eastern and Middle West States, 
and sells ice cream in 28. This latter commodity in 
recent years has become an even more important con- 





R. H. MACY & CO. INC., 
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tributor to volume than fluid milk has done. 

Due to intense competition, unit profit margins 
are necessarily narrow in terms of dollars and cents, 
and distributing costs have steadily increased from 
union pressure, but with expanding volume net 
profits have been kept on a very even keel. ‘State 
laws and Federal restrictions covering prices paid to 
farmers no longer permit earnings to soar to any 
such level as they did in 1929 when they topped $20 
million, but even in 1932 the company earned $7.5 
million. In 1937 net dipped slightly to $6.29 mil- 
lion, since then consistently advancing to $12.09 
million in 1945. On a per share basis this equalled 
$3.63, from which common share dividends of $1.80 
were paid last year. Since 1899, the company has 
never failed in its dividend distributions. The cur- 
rent rate has been raised to 50 cents quarterly, high- 
est for the past decade. As Borden’s net working 
capital at the end of 1945 was at an all-time peak of 
over $78 million, it should be practical to distribute 
a generous share of net henceforth. 


GENERAL FOODS CORPORATION: As one of the 
chief factors in the packaged food field, this concern 
has established an enviable record for stability of 
net earnings although these have not been commen- 
surate with sales gains in recent years. Popularity 
of company’s numerous products, more than 80 as 
to lines, and including Postum, Jell-O, Maxwell 
House coffee, Baker’s chocolate, Calumet Baking 
Powler and Diamond Crystal salt, has been thor- 
oughly built up and sustained by widespread pro- 
motional activities and general usage. Another 
major factor to boost sales is Birdseye-Snider frozen 
foods, a line now handled by more than 35,000 gro- 
cers and with bright prospects for further significant 
exploitation. General Foods operates 67 plants in 
the United States, besides others in Canada, the 
West Indies and the Philippines. Viewed from the 
operational angle, the business of the company nat- 
urally is affected by fluctuations in commodity 
prices, and under price controls during late years 
has shared the difficulties of other industries still 
under Federal regimentation. But despite every- 
thing, net income for the past 14 years has been ex- 
ceptionally stable, amounting to $17.5 million in 


1932 and $17.7 million in 1941. During war years, 
EPT and OPA between them cut into net income 
rather heavily, occasioning a downtrend to $13.1 
million in 1945, although sales last year rose to a 
record peak of $307 million. But per share earn- 
ings at that fell only moderately from a level of 
$2.57 in 1941 to $2.36 last year. 

As for dividend stability, this concern’s record 
for uninterrupted distributions extends back to 1922 
and has always been marked by allotment to share- 
holders of a liberal share of earnings. Prior to 1942, 
for a period of ten years annual payments ranged 
from a high of $2.50 per share in 1932 to $2 in 
1940 and 1941. Thereafter, when net trended 
down a bit, distributions were lowered slightly to a 
rate of $1.60, but this last spring an extra quarterly 
payment of 20 cents per share raises hopes that 
dividends before long may be restored to a more 
normal basis. In support of this premise, relief 
from EPT alone should substantially raise net earn- 
ings for full 1946 to permit broadened liberality to 
shareholders, barring the unforeseen. ; 

The financial status of General Foods is very 
strong, as net working capital has grown strikingly 
for a number of years past. Net current assets of 
$91.4 million at the end of 1945 compared most fav- 
orably with $48.1 million at the beginning of the 
war, and exceeded current liabilities by a margin of 
almost 3to 1. By taking advantage of ample credit 
and low money rates, company borrowed $20 million 
for 20 years at 234% last year, retiring $15 mil- 
lion of higher rate preferred and adding substanti- 
ally to working capital. Based on the over-all rec- 
ord, the approximately 5.5 million outstanding shares 
of General Foods warrant retention in conservative 
portfolios where stable earnings are a prime consid- 
eration over the longer term. 


UNITED FRUIT: The business of this strongly en- 
trenched congern, although by no means immune 
from cyclical gnfluences, is so broadly diversified that 
a high degree of stability has featured its progress 
for nearly half a century past. As the largest 
grower and shipper of bananas in the world, com- 
pany handles nearly two- (Please turn to page 109) 
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Timely Survey Of. 
Publishing 
AND 
Broadcasting 
Stocks 





By GEORGE L. MERTON 


pe a few weeks ago, 1946 progress 
of magazine publishers and broad- 
casters, had been eminently satisfactory for 
most of the major competitors in this field. 
Measured by the usual yardstick of adver- 
tisng and circulation accomplishments, 
gains had been general during the last six 
months or so, net earnings show ed improve- 
ment over last year and the road ahead seemed un- 
usually bright. During the recent down trend in 
Wall Street prices, however, shares of many concerns 
in this industry fell more rapidly than almost any 
other group. Thus it has become timely to examine 
the status of the leading concerns to ascertain 
whether their potentials have really been changed, 
as the market action of their shares might perhaps 
reflect, and to discuss some factors which might ac- 
count for the relative weakness in their ppsition. 

Broadly viewed, prosperity in the publishing in- 
dustry follows closely the fluctuations if national 
income, for circulation revenues depend stbstantial- 
ly upon how much of the family budget tan be de- 
voted to magazine subscriptions and newsstand pur- 
chases. In like manner, income from advertising 
tends downward when general business activity starts 
to slip and promotional programs are curtailed, al- 
though allowance in scanning month to month re- 
ports must take into account seasonal variations nor- 
mal to the magazine industry. For example, far 
more often than not, the peak period for advertising 
outlays in the magazine field is in midsummer, dip- 
ping ‘slightly during the early fall months and ris- 
ing moderately again thereafter until the year’s end. 
With these criteria in mind, it has become interest- 
ing to note in what respects magazine publishers 
during 1946 have departed from the usual statistical 
path, as well as to study some of the economic factors 
bearing upon the situation. 


Circulation 


As to circulation, comparisons are rendered diffi- 
cult in that interim reports which in prewar were 
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Modern machinery makes possible the record- 
breaking production of magazines for world readers. 


Audit Bureau of Circulation for the 
first and third quarters of each year were suspended 


made to the 


for the most part during hostilities. In the first 
quarter of 1946, however, 37 representative maga- 
zines reported an average circulation during this 
period of 57,443,568, a gain of 5,851,068 over the 
relative 1945 interval, equal to 11.8%. Broken down, 
the showing for the current year included single 
copy sales of 39.4 million and mail subscriptions of 
17.8 million, indicating relative gains of 16.5% and 
7.2% when compared with averages for the first six 
months of last year. 

While available figures apply only to the first 
three months of 1946, and at that were importantly 
affected by increased supplies of paper and release 
from Federal allocations, it would be surprising in- 
deed if when later records appear, further consistent 
gains in circulation had not been made in view of 
widespread employment and the uptrend in national 
income generally during the summer months. Con- 
firmatory evidence of this is found perhaps in the 
fact that total revenues advanced substantially dur- 
ing the first eight months of the current year, and 
that increased advertising revenues were wholly ac- 
countable for the gains would seem implausible. In- 
come from circulation for magazine publishers is es- 
pecially important because, unlike that of newspaper 
publishers, it generally contributes more to gross in- 
come than does advertising revenue. It must be 
realized that local advertising rather than national 
promotions constitute the main source of income for 
the newspapers, as well as swelling revenues consid- 
erably for the radio broadcasters, whereas the reverse 
is true in the case of magazines. Hence allowance 
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for these differences should be made in studying com- 
petitive results. 

That the nation’s magazines during 1946 may 
achieve an advertising total of more than $360 mil- 
lion now seems fairly well assured. Compared with 
1945 total advertising sales of $305 million, this 
would represent a gain. of close to $50 million. In. 
terms of per cent, such a gain would not be quite the 
same as for linage, because along with expanding 
circulation advertising rates have been boosted wher- 
ever possible. But during the first half of 1946, the 
advertising revenue of all general magazines and 
farm publications topped $177 million, according to 
Publishers Information Bureau, up about $35 mil- 
lion compared with 1945, or 24.6%. In relation to 
gains made during this same period by national radio 








Financial Survey of Publishing and 
Broadcasting Companies 
1946* 1945 1939-1929 
American News (b) 


Sales ($ million)........ $79.1 $151.5 $63.9 $56.8 
Net Per Share .......... 2.96 3.29 2.13 2.03 
Dividends Per Share.. 1.85 1.05 75 Nil 


Cal bia Br A 43 


Sales ($ million)........ $33.6 $59.4 $30.4 =... 





Net Per Share .......... 1.86 3.11 ae Sas 

Dividends Per Shere... 1.90 1.80 ON ” a es 
Conde Nast (a) 

Sales ($ million)........ $9.7 $15.9 $8.6 $10.2 

Net Per Share ..... ow WP 1.43 on? 1.40 

Dividends Per Share.. .83 42 Nil .67 
Crowell Collier (b) 

Sales ($ million)......... © ...... nce” Oeeae 1." Pde 

Net Per Shore .......... $2.46 $1.97 ae 


Dividends Per Share.. 1.82 1.50 1.00 $1.34 


Cuneo Press (c) 
Sales ($ amillion)........ $20.2 $27.8 aS 


Net Per Share .......... 1.40 2.25 1.70 $1.68 
Dividends Per Share.. -77 -75 1.88 Nil 
Curtis Publishing 
Sales ($ million)........ $46.7 $57.7 $34.3 $78.7  —'30 
Net Per Share .......... -10 .02 def.88 1.78 —'30 
Dividends Per Share.. Nil Nil Nil 1.75 —'30 
General Outdoor Advtg. 
Sales ($ million)........  ...... $19.7 $14.1 $17.1 —'31 
Net Per Share .......... $1.60 1.04 -73 def4.32 —'31 
Dividends Per Share.. 75 -50 Nil 2.00 
Hall Printing (c) 
Sales ($ million)......... 0 ...... $23.8 i ore 
ee, ere 1.70 2 
Dividends Per Share.. $.75 -50 Nil -62V2 
McCall 
Sales ($ million)........  ...... $24.3 $12.5 $12.9 
Net Per Share .......... $3.98 3.53 1.40 3.75 


Dividends Per Share.. 2.25 1.85 1.00 2.00 
McGraw Hill 


Sales ($ million)........ $7.8Je3 $28.2 $11.5 $13.4 
Net Per Share .......... 1.92 2.30 1.03 3.72 
Dividends Per Share.. 95 1.00 -30 2.00 

Time 
Sales ($ million)........ $42.1 $74.1 $29.3 $4.5 —'31 
Net Per Share .......... 1.14 3.18 3.41 1.03 —'31 


Dividends Per Share.. 2.50 2.50 1.75 -37V2—'31 
(a)—Adjusted for 3-for-1 stock split August, 1946. 

(b) Adjusted for 2-for-1 stock split March, 1946. 

(c) Adjusted for 2-for-1 stock split July, 1946. 

* Sales and Net Per Share figures are for 6 months ended June 30, 
1946; Dividends are for 12 months to date. 


Je3—For 3 months ended June 30, 
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networks, these figures hold above-average signifi- 
cance, for gross billings of the four national net- 
works increased by only 4.5%. 


Advertising Revenues 


Along with the rapid expansion in many indus- 
trial fields during first half 1946, and the alluring 
prospect that countless products would before long 
become available to avid customers, promotional ex- 
ecutives began to implement advertising campaigns 
on a consistently broadened scale. For this reason, 
revenues accruing to the magazine publishers from 
this source did not halt their customary -uptrend 
when the end of June arrived. To the contrary, 
judging by the authoritative Printers’ Ink Index, 
magazine advertising rose steadily to 228.7 in July, 
followed by all time record of 237.7 in August, the 
latter up 11.1% over the corresponding month in 
1945. From reliable sources, however, it is learned 
that the September PI Index is likely to show a 
rather sudden nosedive to around 214, a somewhat 
sobering performance. 

Of course it could well be that advertisers rather 
outdid themselves during July and August in run- 
ning counter to the normal seasonal trend, and that 
the September slump merely reflected a desire to 
even matters up a bit. On the other hand, and 
equally rational, promotion managers may have in- 
terpreted the stock market break as a sure sign that 
an economic storm was just over the horizon. Thus 
not until the Index for October and the two following 
months becomes available can the real story unfold. 
Final quarter trend of the Index is normally upward 
with the approach of the holiday season, but unless 
the Index declines well below the 214 level, it would 
appear that averaging of advertising rather than 
apprehension over the future is foremost in the minds 
of sales executives. 


Outlook 


Fact is that most large concerns have far larger 
promotional funds at their disposal than ever before, 
and as the economy now rapidly approaches the 
point where a sellers’ market will no longer facilitate 
sales, competitive pressure may assume record pro- 
portions. Also, quite aside from profit potentials, 
defensive strategy to hold volume above break-even 
levels will have to come heavily into play. Mounting 
costs of wages and materials have so seriously pushed 
up unit costs for numerous concerns that economy 
in promotional outlays would be an open invitation 
to red ink. In recognition of this common sense 
thinking, magazine publishers themselves are spend- 
ing or planning to spend above average sums to in- 
crease their sales in their own highly competitive 
field, by advertising in the press and by radio. 
Should a minor adjustment in the economy become 
realistic after the turn of the year, there may be less 
likelihood than in prewar that magazine revenues 
will decline suddenly and far. And if optimists have 
their way, and 1947 marks the beginning of a fairly 
long prosperous period, both circulation and adver- 
tising income should reach new high levels for the 
industry. 
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While operational and 
promotional handicaps dur- 
ing 1946 will continue to 
narrow profit margins, the 


Pertinent Balance Sheet Items 





elimination of excess profits 








taxes is proving to be a sub- 





stantial offset. Costs of 





both paper stock and wages 





have advanced sharply dur- 





ing the year, although 








many concerns through 








contractual arrangements 
have been able to stabilize 





prices for their book paper. 





Improvement in both quan- 








tity and quality of the lat- 


Working — Per Common Share-——————— 
Tota! Assets Capital Current Book Recent 
($ million) Ratio Value Assets Price 
American News. ............:.:000 $44.2 $14.8 Ler $26.91 $22.40 $35 
Columbia Broadcasting .......... 31.2 15.8 3.3 12.62 8.30 32 
Conde Nast (a) ................... 11.3 5.7 2.1 4.57 5.37 15 
Crowell-Collier (b) ...............- 32.5 19.1 6.4 8.11 7.35 33 
Cuneo Press (c) ... 18.5 8.1 3.2 15.87 7.25 18 
Gartis Vania. o...:.....2.... 67.6 26.6 3.2 4.70 8.90 12 
General Outdoor Advtg........ 15.5 3.0 1.8 12.42 5.54 17 
Hall Printing (c) ................... 18.5 7.8 2.9 13.69 5.87 15 
Po a it EES 26.0 5.2 1.7 13.96 17.50 a7 | 
WRRGRRGWEIINE  covensescscesncsccsicescsace 29.9 ZY 1.8 12.09 18.80 26 
Time 59.1 21.3 2.1 12.17 31.75 67 





ter has been followed by a 
trend towards greater use 





(a) Adjusted for 3-for-1 stock 
(c) Adjusted for 2-for-1 stock 


split August, 1946. 


(b) Adjusted for 2-for-1 stock split March, 1946. 
split July, 1946. 














of color in advertisements, 
adding to revenues as well as lending more appeal to 


- reader interest. In no small part, improved skill in 


type and color processes had tended to attract ad- 
vertisers into the fold of the larger and more sub- 
stantial publishers rather than to marginal concerns 
struggling to build up a clientele on the basis of 
lower rates. With the arrival of plentiful paper 
stocks the market has been flooded with newcomers in 
the publishing field, but except in rare instances, 
most of these undoubtedly will either fail or achieve 
only mediocre gains, that is unless they are spon- 
sored by some wealthy and very experienced pub- 
lishing house. 

The six leading magazine publishers, Conde Nast, 
McCall, Curtis, McGraw-Hill, Crowell-Collier and 
Time have thus far in the current year pushed their 
gross revenues substantially above levels established 
in the relative period of last year. Because of tax 
savings in 1946, reflected by a decrease in the rate 
from around 70% in 1945 to 38% in the current 
year, net earnings of McCall and Conde Nast have 
almost doubled, and those of the others have greatly 
improved. Curtis Publishing Co. has been less for- 
tunate because of heavy expenses incurred in launch- 
ing its new magazine Holiday and because its ven- 
ture into the publication of 25 cent “pocket books” 
has not yet proven profitable. Several competitors 
have appeared on the scene with pocket editions of 
well known books, so swamping the market that re- 
turns are reported to have run over 20% by book- 
sellers. But Curtis advanced the price of the Sat- 
urday Evening Post to 10 cents and that of the 
Ladies Home Journal to 25 cents, with upward 
prices for yearly subscriptions. As advertising rates 
have been boosted also, chances are that Curtis net 
earnings will show a nice gain when full year figures 
are compiled, although with arrears still existent on 
the preferred dividends on the common are pre- 
cluded. 

Radio Broadcasters 


Competition of -the magazine publishers from 
radio broadcasters is imporvantly restricted because 
the latter have only just so much time at their dis- 
posal for sale. Expenses of the broadcasters in con- 
nection with the development of television have been 
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cutting heavily into operating income, but their im- 
pact has been decidedly eased by lower taxes. 'T'ak- 
ing Columbia Broadcasting Co. as a fair sample of 
this industry, sales of $33.6 million during the first 
half of 1946 were about 55% of the total for 1945, 
indicating a small imiprovement in volume. Net 
earnings of CBS on the other hand are increasing 
somewhat faster, amounting to $1.86 per share in 
the first six months of 1946 against $3.11 for the 
full year 1945, and annual dividend distributions by 
this sizable broadcaster have trended modestly up- 
ward for the past three years. 

The appended table will serve to enlighten the 
reader as to certain statistics bearing upon number 
of individual concerns engaged either in magazine 
publishing or broadcasting. By scanning these fig- 
ures some idea of the relative standings of these im- 
portant units may be gained. 
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Goxe ONE HAS SAID that war is a great leveler. 
Abundant support for this thesis is found in gen- 
erations of records of human behavior in the face of 
danger. Curiously enough, business concerns also 
are found subject to the leveling effects of abnormal 
conditions occasioned by war. Any temporary re- 
straint on the operation of the law of supply and de- 
mand necessarily disrupts previously established 
relationships. 

In commerce, the leveling influence of wartime re- 
strictions tends to lower business volume and profit 
margins of the largest factor in a particular indus- 
try and to enlarge production as well as profits of 
smaller and less efficiently managed concerns. Ex- 
amples of this trend may be found in almost any im- 
portant field of endeavor. We have seen, for ex- 
ample, how marginal high-cost copper producers 
have been induced by bonus payments to -increase 
output of strategic materials. At the same time, 
price controls have restricted earnings of the larger 
low-cost producers. In the meat packing indus- 
try, on which attention has focused recently, it hs 
become obvious that the principal packers have suf- 
fered more seriously from a shortage of livestock 
than small independent slaughterers whose opera- 
tions are not so carefully scrutinized by government 
officials or by the public. In the years since the end 
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By EDWIN A. BARNES 






























of the war, the “big three” automobile companies 
have encountered serious obstacles in trying to re- 
sapture their pre-war shares of the passenger car 
market. Whereas before 1941 the small independ- 
ents made only one out of every ten cars sold to the 
public, now it seems apparent that the smaller con- 
cerns have fared much better than their big rivals. 

Serious maladjustments in the national economy 
resulting from attempts to artificially control sup- 
ply and demand of basic commodities explain to some 
extent the remarkable gains achieved by Colgate- 
Palmolive-Peet Co. at the expense of its larger com- 
petitor, Proctor & Gamble. Other factors have con- 
tributed to the phenomenal rise of the smaller con- 
cern and these promise to help sustain Colgate’s 
growth when 
handicaps im- 
posed by short- 
ages of mater- 
ials are a thing 
of the past. 

A study of 
recent opera- 
tions of these 
two major rep- 
resentatives of 
their industry 
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(Lever Brothers is the third principal factor) is par- 
ticularly interesting at this time when soap is being 
as eagerly sought as antiques or art objects. In 
fact, one is more apt to find a bar of laundry soap in 
a curio shop than on a grocery store shelf. 

The fact which stands out most prominently in a 
survey of these soap companies is the improvement 
in profit margins achieved by Colgate. For example, 
the smaller company was able to bring down to net 
income in 1940 only 7.3 per cent of domestic net 
sales while Procter & Gamble the same year carried 
18.6 per cent of domestic sales to profits. Five years 
later the effect on profit margins of a controlled 
economy was remarkable. The operating ratio of 
Procter & Gamble had declined to 10.9 per cent and 
net income had dropped more than 32 per cent while 
Colgate had improved its profit margin to 13.2 per 
cent on a 40 per cent larger volume of sales and had 
almost doubled its net income. 

Without an intimate knowledge of inside opera- 
tions of both companies, it would be impossible to de- 
termine the exact reason for such a diverse trend in 
the same industry. It is possible to hazard a guess, 
however, that the Colgate management was more 
strategically situated to divert limited quantities of 
raw materials to more profitable products. More- 
over, the smaller organization was able to show better 
results from increased production. It is a well known 
fact that the effects of increased efficiency and en- 
larged output are magnified more prominently in a 
smaller industrial set-up than in a large enterprise. 


Profit Margins 


Presumably the Colgate management was unable 
to take advantage of wartime conditions by reason of 
the fact that production schedules of principal prod- 
ucts could be more readily adjusted than those of 
Procter & Gamble. Whereas the latter may have 
felt compelled to use at least some part of scarce 
vegetable oils for continuing its production of Crisco 
for which a large market had been created, Colgate 
had been able to reduce percentage of materials al- 
lotted to laundry soap, thereby enlarging output of 
more profitable lines of toilet soap and tooth-paste. 
In other words, aside from laundry soap, Colgate 
had no low-profit-margin product to serve as a drain 
on scarce materials. 


As might be expected, this betterment in profit 
margins has been translated by Colgate into record- 
breaking net income and earnings. The rate of im- 
provement has been especially noticeable this year 
with the removal of heavy excess profits tax burdens. 
As a result of the further improvement in earnings 
this year, management has felt justified in stepping 
up the regular dividend rate and ordering extra dis- 
tributions. As a consequence, the distributions on 
Colgate now have reached a rate above that for 
Procter & Gamble. Both stocks received $2 a share 
in dividends last year while the recent action of 
Colgate points to the likelihood of 1946 distributions 
in excess of the $2 rate indicated for Procter & 
Gamble. Inasmuch as earnings and dividends pro- 
vide one of the important measurements for apprais- 
ing stock prices, it is not surprising that Colgate 
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shares have behaved relatively better market-wise in 
recent years than the more conservative Procter & 
Gamble. shares. 


Net Earnings 


The manner in which Colgate earnings have 
forged ahead in the competition with Procter & 
Gamble is vividly shown in the comparison below 
which presents the record of results since the 1937 
business recession. ‘The statistics are for fiscal years 
ended June 30 for Procter & Gamble and December 
31 for Colgate. 


TABLE 1. 
PROCTER & GAMBLE COLGATE 
Net Net Net Net 
(millions) Per Share (millions) Per Share 
1938 $17.4 $2.59 $6.6 $1.77 
1939 24.1 3.60 6.5 2.74 
1940 28.6 4.37 4.3 1.72 
1941 27.6 4,21 6.6 3.09 
1942 21.5 3.26 5.4 2.47 
1943 20.7 3.13 6.6 3.10 
1944 19.4 2.94 7.0 3.30 
1945 19.5 2.95 7.0 3.34 
1946 21.3 3.29 _— _ 


Colgate shares have out-performed Procter & 
Gamble stock in recent years primarily because the 
former declined sharply in the depression years as a 
result of adverse business conditions and difficulties 
encountered by manage- (Please turn to page 108) 








Comparative Statistics on Colgate-Palmolive 
Peet vs. Procter & Gamble 


Procter & Colgate- 
Gamble Palm-Peet 
June 30, 1946 Dec. 31, 1945 


INCOME ACCOUNT: (000 omitted) 























Sales ‘ $309,833 $135,368 
Gross Profit 34,359 16,079 
Depreciation 3,401 1,052 
Taxes 13,659 8,719 
Bal for 21,083 6,552 
Gross Profit Margin .................::cccccee 11.1% 11.9% 
WE CINE CIID cc ccecrsceccvcissccincsansscecee 6.9% 5.2% 
% earned on invested capital 13.0% 11.7% 
Earned per share $3.29 $3.34 
Price-Earnings Ratio ..................0.0000-+ 16.7 15.0 

1936-44 avge. net per common share $3.26 $2.19 
Current Dividend Rate ...................:00 $2.00 $2.75 
Dividend Yield ; 3.6% 5.5% 





June 30, 1946 Dec. 31, 1945 
BALANCE SHEET: (000 omitted) 

























Cash assets $43,063 $29,432 
a ae 10,282 7,056 
Inventories, net ..... 54,675 17,353 
Current Assets ....... 108,020 53,841 
Current Liabilities .... 13,092 6,726 
Net Current Assets 94,928 47,115 
Fixed Assets, net ...... 60,014 14,401 
i. 179,690 76,403 
Book Value per common shore ............ $25.64 $26.18 
Net Current Asset Value per common 

share* _...... 14.50 17.70 
Cash Assets Value per common share 6.75 15.00 

RATIOS: 
Current Ratio 8.3 8.0 
Inventories, %o of sales ............ccccccee 17.6% 12.8% 
Inventories, % of current assets... 50. 5% 32.2% 
Depreciation, % of gross fixed assets 2.9% 3.7% 
Sales, % of total market value of 
88.0% 137.5% 
CAPITALIZATION: (000 omitted) 

Preferred stock at market .................. $5,580 $13,000 
Common stock at market .................. 352,550 98,100 
No. of shares (000 omitted) 6,410 1,962 
Recent Price $55 50 
Total Capitalization at market ........ $358,130 $111,100 


* After allowance for prior obligations. 


























Opportunities... 


for Income and Price Appreciation 


IN BONDS 
And PREFERRED STOCKS. 


By JACKSON D. NORWOOD 


HE MaGazinE oF WALL Street’s Index of Bond 
Prices showed the following changes for the 
periods indicated : 


On On Net 
Sept. 28 Oct. 12 Change 
40 Domestic Bonds 116.3 1155 — 8 
10 High-grade Rails 111.7 1114 — .« 
10 Second-grade Rails 248.2 243.2 —5.0 
10 High-grade Utilities 98.7 98.7 
10 High-grade Industrials 100.7 100.1 — 6 
10 Foreign Governments 128.1 128.3 +. .2 


With the exception of the second-grade rails, 
which showed a decline of 5 points in the periods 
above shown, the other groups recorded little or no 
change. It was evident that the President’s speech 
on October 14th, decontrolling meat and promising 
a further demobilization of bureaucratic manage- 


ment, was given a bullish implication. Both second- 
ary bond obligations of solvent systems and reor- 
ganization liens advanced to their best levels for the 
recovery. Admittedly, this is a step in the right 
direction but one would have to be naive indeed not 
to recall that President Truman has several times 
given assurance that it was his desire to remove con- 
trols. We are therefore not willing to become too 
optimistic over any technical rally but prescribe a 
cautious attitude until there is unmistakable evdence 
that a solid base has been laid for a resumption of 
the up-trend. 

There appears to be a better demand for convert- 
ible and stock privilege issues. For investors willing 
to assume the risk inherent in securities in this cate- 
gory, some of these issues appear to be in a buying 
zone. For example, Electric Boat $2 cumulative 
convertible preferred stock which is now selling at 
$35 as compared with a high of 48%, 
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this year. Preferred dividend require- 
ments are being well covered, the com- 
pany has no funded debt, the stock is 
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10 SECOND GRADE RAILS * 


300 
well protected by a strong net current 
asset position and at $35 per share the 

280 indicated income yield is 5.7%. The 
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of common stock selling at 15°4 or for 
a total market value of $12,600,000. 
This is equivalent to $63.00 on each 
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share of preferred stock outstanding. 
In addition to the company’s regu- 
lar business, it has several new pro- 
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ducts which should be helpful in in- 
creasing earnings. 
The preferred stock was distributed 
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XSCALE AT RIGHT 


as a stock dividend in July, 1946, one 
share of preferred stock being given 
for each four shares of common stock 






THE MAGAZINE OF WALL STREET 








he 


co. 





“Al 
cel 
at 
th 
int 
sto 
pa 
als 
be 
Sp 
ma 
Oh 
eX] 
bee 
los 
pre 
ane 
is 
ma 
tor 
me 
pre 
me 
ind 
Pr 
tur 
un 
pul 
mel 
cur 
boa 
mir 
ma 
casi 
and 
con 
mac 
Cor 
lent 
pro 
eve} 
cep 
193 
rent 
on t 
outs 
stoe 
of t 
pref 
was 


CITI 
curr 
on t 
with 
arres 
ment 
subst 
dlicat 
oil a 
comy 


OCT 









d- 
r- 
he 
ht 
10t 
nes 
yn- 
too 
>a 
nce 

of 


rt- 

ing 

ite- 

ing 

‘ive 

at 

By 

ire- 
om- 
k is 
rent 
the 
The 
are 
| re- 
31, 
ere- 
pre- 
ares 
- for 
000. 
each 
ling. 
egu- 
pro- 
1 in- 


uted 
, one 
riven 
stock 


REET 








held. Dividends have been paid continuously on the 
common stock since 1936. 


ALLIS-CHALMERS MANUFACTURING CO. 314, per 


cent convertible preferred stock (par $100) callable 
at $103 a share. This issue was recently listed on 
the New York Stock Exchange and is convertible 
into two common shares for eacly share of preferred 
stock. Stock was issued to provide funds for ex- 
pansion of various plants, together with debentures 
also recently listed on the big board. Proceeds will 
be used for enlargement of tractor division plants at 
Springfield, Ill. and La Porte, Ind., and of general 
machinery works at West Allis, Wis. and Norwood, 
Ohio., and to provide additional working capital and 
expansion of inventories. Part of this expansion has 
been already accomplished. Although company has 
lost a substantial amount of money this year due to 
prolonged strikes, this condition is only temporary 
and will be offset somewhat by tax credits. Company 


solidated basis, and the preferred dividend rate was 
amply covered since that period. Outstanding $6 
preferred stock was reduced from over $93 mullion 
at close of 1937 to $56,060,000 at close of 1946. In 
the same period net working capital increased from 
slightly over $51 million to $147 million at close ot 
1946. In addition, funded debt was reduced con- 
siderably. 


PITTSBURGH CONSOLIDATION COAL 31), per cent 
debentures due 1965, currently selling at ‘par. Al- 
though not secured by mortgage, issue is direct ob- 
ligation of the company, and together with a small 
amount of subsidiary bonds, total funded debt of 
the company was approximately $16 million, of 
which $13,365,000 consisted of 31 per cent deben- 
tures. Net working capital of the « company at close 
of 1945 was twice the amount of debt outstanding, 
exclusive of approximately $2 million of sinking 
fund assets and over $5 million of investments and 








is one of the leading receivables not included 
manufacturers of trac-' || ae in current assets. Cash 
tors and farm equip- | Suggestions for Current Investment Funds and securities alone ex- 
ment, and an important | |} ceeded entire funded 
: ° | Recent Call Current ‘ ; 
producer of electrical, |} Bonds: Price Price Yield || debt. In spite of gener- 
metallurgical and heavy Amer. & For. Pwr. Deb. 5's, 2030.......... $108 $107, 4.6% | ally unfavorable condi- 
industrial machinery. || Boston & Albany R.R. Term. Imp. 41/4's,'78 92105 46 || tions for coal companies 
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turbine and generating 
units, condensers, || 
pumps, control equip- | 
ment, transformers, cir- 
cuit breakers, switeh-_ || 
boards and switchgear, || 
mining equipment and || 
machinery, forgings, || 
castings, electric motors || 


Pittsburgh & W. Va. 


Preferred Stocks: 


Assoc. Dry Goods $7 2nd Pfd. 
Baldwin Locomotive $2.10 Pfd. 


Curtis Publishing $4 Prior Pfd. 
General Cigar 79% Cum. Pfd. 


Lipton ey 4 6% 








Ist 4!/'s, 1958-60... 92 102 49 
Southern Pacific Deb. 41/2's, 1981 .... 101 110 4.4 
Texas & Pacific Ry. Gen. & Ref. 3%, '85 99 


Barker Bros. 4//,% ($50 Par) Pfd....... 51 554.4 


| Goodyear Tire & Rub. $5 Cum. 
Cum. Pfd. (Par $25) 31 30 4.8 | 


dustrial production, 
this strong and highly 
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men mechanized company, 
: formed as a consolida- 
$131 NC. 5.3%. tion of Pittsburgh Coal 


and Consolidation Coal 


Sk Py - ae | Co. with the recent ad- 
Go pid. 106 tto® «47 ||) dition of the Hanna 


Coal mining: properties, 











and controls, pumps, Pacific G. & E 55% Cum. Ist Pfd. | should be able to wea- 
compressors and special i a Me ~~ 37) NC. 37 |! ther any storm of a fin- 
} : } _ Stokely-Van Camp $1 Prior Pfd.............. 21% = 21 4.5 eee aie : 
machinery of all kinds. Union Pacific 4% Non-Cum, Pfd............. 107 N.C. 3.7 | ancial nature. Recent 
Company has an excel- Virginian Rwy. 6% Cum. Pfd. (Par $25). 39 NC. 3.8 | sale of Montour and 
lent record with net N.C.—Not Callable. *Not prior to July 1, 1952. | other railroad proper- 
profits being shown in **To 10/1/46; thereafter at 105. | ties, subject to approv- 
every year with the ex- al of I. C. C. will add 
ception of 1982. to in excess of $9 million 
1934. Financial condition is strong with net cur- additional cash. Net profit for the six months 


rent assets on March 31, 1946 exceeding $70 million 
on that date with no preferred stock or bonds then 
outstanding. Since that time the new preferred 
stock and debentures have been issued to take care 
of the expansion program. Recent selling price of 
preferred stock was 925% and of the common stock 
was 35. 


CITIES SERVICE CO. $6 cumulative preferred stock, 
currrently selling at $130 a share. Dividend arrears 
; , “geen 
on this stock are in excess of $80 per share, and 
with eventual divestment of utility properties, these 
arrears will eventually be cleared either by cash pay- 
ment or recapitalization, but in either case, a value 
substantially in excess of the present price is in- 
dicated. Company is one of the largest units in the 
oil and natural gas industries. Earnings of the 
‘ Ad 
company have been substantial since 1936 on a con- 
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ended June 30, 1946 was $1,802,926, equal to 
85 cents a share on 2,118,335 shares of common 
stock. This splendid showing was made, despite the 
long drawn out coal strike last spring and prospects 
are that results for the last half will more than 
double the first six months profit. 


PACIFIC TELEPHONE AND TELEGRAPH CO. $75 
million of 40 year 2% per cent debentures due 
October 1, 1986, recently offered by an underwriting 
group headed by Morgan Stanley & Co. at 103.25 
per cent and accrued interest, to yield 2.74 per cent 
to maturity. Proceeds will be used to reimburse in 
part, the company’s treasury for uncapitalized ex- 
penditures made for extensions, additions and im- 
provements to its plant and those of its subsidiaries. 
Debentures are redeemable at any time at prices 
ranging from 106.25 (Please turn to page 110) 
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PROFIT 


AND 


Yields 


At the October 9 market low 
the dividend yield on the S. & P 
index of 50 industrials was 
4.39%, the largest in many 
months, and comparing with yield 
of about 2.54% on high-grade 
industrial bonds. The differen- 
tial in favor of equities was over 
72%. To cite a few individual 
stocks: At the same time, on the 
basis of probable dividends of the 
next 12 months, American Gas & 
Electric offered a yield of 5.75% ; 
Chesapeake & Ohio, 7% ; Loew’s, 
6.25 % ; National Biscuit, 7.5% ; 
National Dairy, 5.8%; and 
Woolworth, 5%. These are all 
“quality” stocks. Many others 
could be singled out. T'hey look 
“reasonable” —but, as we have 
noted before, stocks usually go 
well under reasonable prices in 
bear markets. In every bear mar- 
ket of modern times it has been 


possible, sooner or later, to buy 
secure dividend yield more cheap- 
ly than it can yet be bought in 
this bear market. 


Cigarette Prices 


Some weeks ago Liggett & My- 
ers announced a wholesale price 
increase of about 25 cents a 
thousand in the price of Ches- 
terfield cigarettes, expecting that 
American Tobacco and the others 
would follow. They did not. So 
L. & M., probably with a red 
face, rescinded its rise. Last 
week American Tobacco and 
Philip Morris simultaneously an- 
nounced a price hike of 25 cents 
a thousand. Reynolds promptly 
followed. We assume that Lig- 
gett & Myers will go along — 
with not too cordial feelings 
for its biggest competitor. It 
is estimated that the increase, on 
the basis of present indicated vol- 
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American Brake Shoe ...........cssccsssesses 
' Continental Steel 
Detroit Edison 
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New York Air Brake 
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INCREASES SHOWN IN RECENT EARNINGS REPORTS 


Year 

Latest Period Ago 

9 mos. Sept. 30 $1.05 $ .57 
12 mos. Sept. 30 2.11 21 
9 mos. Sept. 30 2.57 1.82 
" 9 mos. Sept. 30 1.38 99 
12 mos. Sept. 30 1.56 1.16 
9 mos. Sept. 30 1.77 1.21 
6 mos. Aug. 31 1.88 38 
9 mos. Sept. 30 1.20 75 
9 mos. Sept. 30 2.83 2.15 
Sept. 30 quarter 1.02 55 




































ume and costs, will add about 
$3.40 a share a year to the earn- 
ing power of American Tobacco; 
$3.35 for L. & M.; $2.40 for 
Philip Morris; and $1.30 for 
Lorillard. Thus, projected share 
earnings of the next 12 months 
are around $10 for Liggett & 
Myers, $9.00 for American To- 
bacco, $6.25 for Philip Morris, 
and $3.30 for Lorillard. No 
slump in cigarette consumption 
is likely, even though there is 
some general economic readjust- 
ment expected some time in 
1947. So far the stocks have re- 
sponded but moderately to the 
price increases. But the indicated 
high earning power should put a 
pretty solid price floor under 
them in any further phases of the 
bear market. 


The Steel Boom 


The general grousing about 
poor earnings in the heavy indus- 
tries takes in too much territory. 
Steel is certainly “heavy indus- 
try”; and steel earnings in most 
cases are booming. This depart- 
ment expects the third quarter 
earnings reports to show annual- 
rate profits of over $6 a share for 
American Rolling Mill; around 
$6.50 for Allegheny-Ludlum; 
$4.50 for Inland; $12 for Nat- 
ional Steel; $4.75 for Jones & 
Laughlin; $4.50 for Republic; 
$3.75 for Sharon; and about $10 
for Youngstown Sheet & Tube. 
We forego estimates for Bethle- 
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hem and UW. S. Steel. Because of 
their huge size and necessarily 
complicated bookkeeping, they 
are too hard to figure. Present 
labor efficiency in the industry ap- 
pears quite satisfactory. It is ev- 
ident that the price increases 
authorized by OPA—taken in 
conjunction with high volume— 
have been adequate on an aver- 
age, if net on all individual steel 
items. The trade expects demand 
to hold at present capacity levels 
at least until mid-1947, perhaps 
through the year. On the adverse 
side, there will be new labor de- 
mands, and maybe a strike threat, 
when the present contracts run 
out next February. But by that 
time probably Congress will have 
junked OPA, which would help. 
The steel stocks have declined 
only slightly more than the indus- 
trial average, whereas they 
usually go off a great deal more 
in a bear market. The industry’s 
generally cheerful (for the pres- 
ent) situation accounts for this. 
There is scant reason, however, to 
expect that steels will bottom 
ahead of the market. Few groups 
conform with the main market 
trend more faithfully. 


Beatrice Foods 


A good stock to earmark for a 
semi-investment buy, when there 
is adequate evidence that the gen- 
eral-market readjustment has 
been completed, is Beatrice 
Foods, formerly named Beatrice 
Creamery. The earnings-dividend 
record compares pretty well with 
those of Borden and National 
Dairy Products, and the com- 
pany’s growth in recent years 
has been faster. Because it is still 
of moderate size, as well as very 
aggressive, the potential for long- 
term expansion seems greater 


for either of the two giants of the © 


industry of dairy products and 
related items. It is estimated that 
Beatrice earnings for the fiscal 
year ending next February 28 
should be around $10 a share, 
compared with $5.28 a share last 
year. Because of changes in capi- 
talization, the best long-term com- 
parison is on the basis of total 
net income. The afore-mentioned 
estimate implies a net of around 
$5,125,000, compared with peak 
of $1,960,000 for the 1936-1939 
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prewar period, and with 1929 
peak (when operating margins 
were lush) of $2,490,000. Com- 
pared with 1929, the indicated 
progress is greater than for Bor- 
den or National Dairy. Recent 
price around 55 compares with 
bull-market high of 73 and 1946 
low of 4614. Thus, the issue is 
priced at but little over 5 times 
indicated annual earning power 
under present conditions. That 
is a notably low ratio for a food- 
products stock of this quality. 
But we can not say that it is im- 
possible for the price to work still 
lower. 


Third Quarter Earnings 


Statements for the third quar- 
ter are now dribbling in. Among 
the first, as usual, is American 


Telephone. It showed a sizable 
gain. So have most of the others, 


but the sample is too small to 
mean much. However, there is no 
basis for doubt about the general 
picture. At the level of volume 
and prices prevailing, it has been 
clear that the quarter’s profits 
were bound to be excellent in a 
great majority of lines. The 
weakest spots are the railroad and 
automobile industries. Even there, 
earnings must have been bigger, 
or deficits smaller, than they were 
in the poor second quarter. Some 
analysts figure that cheerful earn- 
ing news ought to add to the mar- 
ket’s rallying potential for a 
while. Maybe so. But there is 
nothing either new or surprising 
in the earning-power picture on 
an overall basis. It is no different 
now, for the quarter and the 
second half year, than it was 
when stocks were plunging down 
in August and September. 


Speaking of Reports 


Speaking of reports, American 
Telephone and the Bell System 
constitute the biggest single en- 
terprise on this globe and, in some 
respects, one of the most complex. 
Yet by October 15 this company 
is able to issue a detailed operat- 
ing statement for the three and 
nine months ended September 30. 
Against that, numerous much 
smaller companies will not issue 
reports until some time in Novem- 
ber. When they say that they 
can not speed it up, that is, in 
many cases, just so much hog- 
wash. Managements with a proper 
sense of responsibility to stock- 
holders get out reports at the ear- 
liest possible time. Others do not. 
Even some of the best are not as 
fast as they think they are. They 


could learn a lot from A. T. & T. 
Omen? 


On a recent day the Goodyear 
Tire & Rubber Company paid an 
extra dividend and raised the 
regular rate to a $4 a year basis. 
The stock immediately rose over 
3 points in one session, without a 
great deal of help from the gen- 
eral market; and gained further 
on following days as the whole list 
rallied sharply. That is news. It 
was the first time in some weeks 
that any representative stock 
proved able to respond vigorously 
to good dividend news. Perhaps 
it is a good omen. Let it be added 
at once, however, that this column 
would rather sell rubbers on 
strength than buy them on weak- 
ness. No doubt they have been 
over-sold (what has not?) but the 
fact remains that the earnings are 
abnormally good and that the 

(Please turn to page 110) 
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DECLINES SHOWN IN RECENT EARNINGS REPORTS 


° Year 

Latest Period Ago 

12 mos. Sept. 30 $1.65 $2.43 
9 mos. Sept. 30 2.01 3.44 

9 mos. Aug. 31 2.08 3.69 








Year July 31 30 1.98 
9 mos. Sept. 30 3.31 4.49 
9 mos, Sept. 30 1.02 1.38 
9 mos. Sept. 30 35 75 

Year July 31 : 30 1.12 
9 mos. Sept. 30 1.25 2.08 

Year July 31 .67 2.80 




















The Personal Service Department of Tue Macazine or Watt Street will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions: 


1. Give all necessary facts, but be brief. 
2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which dees not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





National Power & Light 

Since National Power & Light distrib- 
uted to stockholders its holdings of 
Birmingham Electric Co., Carolina Power 
& Light, and Pennsylvania Power & Light, 
1 am wondering what the balance of assets 
consist of and the market outlook for the 
present stock. 

On August 23rd, National 
Power & Light Co. distributed the 
major portion of its assets to 
stockholders in accordance: with 
its liquidation plan under the 
Holding Co. Act of 1935. 

The balance of assets yet to be 
distributed consists of the follow- 
ing per common share of Nation- 
al Power & Light: 


1/10 share Lehigh Valley 
Transit Co. 
1/10 share Memphis Generat- 


ing Co. 
1/100 share Memphis Street 
Railway 
plus net working capital and a 
small holding of Pennsylvania 
Power & Light Company common 
stock. It is difficult to estimate a 
liquidating value for these assets, 
as the traction companies have 
to be recapitalized. A value of 
approximately the present price 
.of about $2.00 a share appears 
fair under certain circumstances, 
but the situation is highly specu- 
lative. On a moderate advance in 
market price, we recommend sale. 
Company report for the three 
‘months ended August 31, 1946, 
net income of $177,370 after 
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charges and taxes. For the twelve 
months ended August 31, 1946, 
net income was $448,172. 

The report states that except 
for 34,146 shares of common 
stock of Pennsylvania Power & 
Light Co. the securities from 
which the income reported above 
was derived were distributed to 
stockholders on August 23, 1946, 
and consequently no further in- 
come will be received by National 
Power & Light therefrom. With 
the exception of the 34,146 
shares of common stock of Penn- 
sylvania Power & Light, National 
now has no dividend paying in- 
vestments, the report adds. 


International Telephone & 
Telegraph Co. 


I have heard that International Tele- 
phone & Telegraph Co. has recently sold 
some of its foreign holdings. Please ad- 
vise about this and the reason for the 
sale. 


E.W., Long Beach, N. Y. 


International Telephone & 
Telegraph Co. recently sold its 
holdings in Argentine to that 
Government for $95,000,000 cash 
and that will mean that the com- 
pany will probably reduce its 
fixed debt. The company has 
shown astute management in dis- 
posing of foreign holdings in 
countries that have exhibited na- 
tionalistic tendencies. In other 
words, they have “beat the gun” 
when indications were that the 


Governmen intended taking over 
foreign properties and in_ this 
way they have secured a better 
price than if the matter dragged 
out in the courts for years and 
they lost the use of the property 
and the cash until the matter was 
settled. International Telephone 
& Telegraph Co. sold in 1945 its 
holdings in Spain for a total of 
88 million and in 1941 sold its 
telephone system in Roumania 
for $73,800,000. In the sales con- 
tract to Angentine, International 
Telephone & Telegraph will con- 
tinue to receive a percentage of 
earnings as well as the right to 
sell technical equipment, and the 
latter. business is usually very 
profitable. The outlook fer the 
company’s manufacturing busi- 
ness in various parts of the world 
as well as its telephone systems 
continues favorable. 


Francisco Sugar Co. 
Kindly advise earnings and outlook for 
Francisco Sugar Cg9.? 
F.T., Sandusky, Ohio. 
Earnings for this Cuban sugar 
producing company for the-fiscal 
year ended June 30, 1946 
amounted to $3.99 a share com- 
pared with 74c in 1945. The poor 
arnings in 1945 was due _ to 
heavy damage to crops in the 
Cuban drought. The company 
earned $4.52 for the year ended 
June 30, 1944. As of June 30, 
1945, the company had a funded 
debt of $1,764,000 and 350,301 
shares of common stock outstand- 
ing. Sugar yield during 1946 
turned out to be the second lowest 
in Francisco Sugar Company’s 
history. Heavy rains and labor 
disturbances prevented some har- 
vesting of sugar cane. Production 
of 636,962 bags, however, was 
sharply above the drought year 
of 1945 when output was 377, 
565. The 1946 Cuban sugar crop 
amounted to 4,471,124 short tons 
(Please turn to page 116) 
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Coming on the heels of the President's belated action in removing price 
control over cattle and related food products, the warnings issued by industrial 
leaders and non-governmental economists carry above-average significance in disclos— 
ing the over-all dangers of Federal planning. 


How several industries, exemplified by the makers of automobiles, have been 
plunged into a period of "profitless prosperity" despite huge demand for their 
products, is pointed out by Dr. Leonard P. Ayres, vice president of the Cleveland 
Trust Co. Unless pressure for higher wages can be checked someltow, the workers will 
price themselves out of jobs, he fears. 





While Marriner S. Eckles, Federal Reserve Board Chairman sees potentials for 
a long period of prosperity in the offing, wage—price trends will be the determinant 
factor. Thus at all costs a second round of industry—labor disputes over wages must 
be avoided, unless the inflationary spiral is to spin to disastrous heights. 





As no steel has been used for other than war purposes for nearly five years 
past, accumulated demand should tax capacity of the industry for a number of years 
ahead, in the opinion of T. M. Girdler, chairman of Republic Steel Corporation. But 
a continuation of labor unrest and enforced wage boosts "may have an unhappy effect 
upon an otherwise bright picture." 





Dr. Harold G. Moulton, president of the Brookings Institute, demands an end 
to the present hybrid system of Federal planners, and its constant threat to economic 
Stability and full employment. Government policies increase the uncertainties and 
hazards of private enterprise, particularly with reference to long-term capital 
commitments, he points out. 








As viewed by C. E. Wilson, president of General Electric Corporation, 
strikes and OPA—created shortage of materials have seriously endangered the nation's 
welfare. The answer to strikes, he thinks, must be found in the law of the land, its 
interpretation and enforcement in the near term, for arbitration can provide no safe 
way out. 





For the present dangerous infection of rising costs and prices, F. D. 
Newbury, vice president of Westinghouse Electric Corporation, blames too much Gov— 
ernment and labor intervention. To provide flexibility as output rises or falls, 
and to assure employees of maximum income without raising unit costs, Mr. Newbury 
would hold wages at current levels, but supplement them with some kind of an annual 
bonus, according to final results achieved. 





Lack of essential materials rather than top heavy exports is hampering the 
delivery of much needed freight cars to our railroads, is claimed by S. M. Felton 
president of American Railway Car Institute. The foreign cars use materials unsuited 
to domestic construction, and roughly speaking are only half the size of our cars. 
Hence while 1946 foréign deliveries have been only 5,693 against 31,719 at home, the 
relationship is less important than the figures might suggest. 
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Even the scientists are up in arms over continued wartime controls so avidly 
held on to by Government authorities. Karl T. Compton, president of Massachusetts 








Institute of Technology, warns that present federal limitations are seriously check-— 
ing the development of both scientific research and human welfare. Widespread in-— 
dustrial advancement, he feels, is more important then Government policies to keep 
many secrets out of private laboratories. 





The rise in prices is said to have created a serious poser for many whole— 
salers and jobbers not in a position to follow the lead of large manufacturers in 
boosting working capital. Where monthly billings have often increased by more than 
100%, inability to take cash discounts has sliced severely into profit margins, or 
bank borrowings to carry inventories have increased sharply. This impact of higher 
prices apparently is hitting middle men rather hard, and they comprise an important 
segment in the economy. 


Net working capital of large corporations, however, and according to a recent 
analysis by the Securities and Exchange Commission, increased to a record level of 
$54 billion as of June 30, 1946, aided by a three months gain of $1.2 billion. A 
drop of some $900 million in tax liabilities helped substantially in the good showing 
made. 





How significantly venture capital has been coming out of its hiding is dis- 
closed by New York States latest figures bearing upon new incorporations. During 
the first nine months of the current year charters were issued to 29,830 new enter-— 
prises, exceeding by 1,107 the total for any previous full year. And total capitali- 
zation involved more than $418 million, up 400% compared wth last year. 





Current confusion over prospective unsettlement of the economy is stimulating 
rather than checking plans for important promotional outlays by more than one manu-— 
facturer. Eversharp, Inc., for example, expects to spend more than $6.5 million this 
year for advertising compared with a meagre $700,000 in 1940. And Packard Motor Car 
Co., also, has earmarked record sums for luring car buyers' dollars. 





After rejecting five bids for the Government's $92 million steel plant at 
South Chicago, WAA has tried again, succeeding in getting another five. This second 
largest Federally owned unit is now operated by Republic Steel on a $55,000 monthly 
lease. Kaiser—Frazer Corp. is among the bidders, offering to take a five year lease 
On a production basis rental. 








United States Steel Corp. has announced that it has established Geneva, Utah, 
as its sixteenth major price basing point in the country. This move will mark the 
first step of the huge Geneva plant to meet Western competition. The company will 
have to bear a $4 per ton freight differential until such time as the ICC may decide 
to mark the current rate of $12 per ton down to $8. 





Reports are current that Time, Inc. may sell three paper mills it acquired at 
a cost of around $12 million earlier this year to St. Regis Paper Co. As a matter of 
fact the prospective buyers have been operating these mills for Time, so that they 
are thoroughly experienced in their management. Their annual output of 180,000 
tons would double St. Regis capacity for the particular grade of paper. 
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SUMMARY 


MONEY AND CREDIT—Bank of Manhattan Co. of- 
ficial predicts an extended period of rising prices, heavier 
demand for credit and increased interest rates. National 
Banking profits in first half 12% above last year and 
dividends up 6.6%. Sales of U. S. Savings Bonds in 
September exceed redemptions by $39 million. 


TRADE—Though strikes cut department store sales of 
gecent weeks, total retail store sales in August, on a 
unit quantity basis, were 3°, ahead of July and 17% 
above last year. Store executives guard against in- 
élated inventories and over ordering. 


INDUSTRY—Business Activity now 10.5% above last 
year; though strikes cause mild dip of recent weeks, 
Bureau of Agricu'tural Economics predicts that indus- 
trial production next year will be 10% above 1946 and 
the national income $10 billion larger, under full em- 
ployment at higher wages. August dividends 20%, above 
last year. Business inventories now 10°, below last year 
on a quantity basis. 


COMMODITIES—Commodity price indexes advance, 
with futures at new highs. This year's grain crops to be 
largest in the Nation's history and 19°/, above last year. 
Corn crop will be 12% ahead of last year, with the 
price (according to B. A. E.) averaging moderately 
above Government support level of $1.15. Feed grains 
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MONEY AND BANK CREDIT 
[WEEKLY REPORTING MEMBER BANKS] 


0 
TOTAL LOANS & 
or, Pee” 

















60 — 
INVESTMENTS IN 
50] u. s. GOVERNMENTS 7 a 
on ¥ vr, 
f Swen? wa, 
— Pd oa 
4 —_ X= 
< 0 a ~ 
as ” — * e* oot °°% CY) Wh w? a alia 
° -ooe? *, o ePg, 0” Cees, o' 
a Lo” ° 
z DEMAND DEPOSITS 
S 30 
3 et tel eee 
a a 
i a 


MONEY IN CIRCULATION 


TOTAL LOANS a 


COMMERCIAL LOANS 


omen, 





20 





-*" 


ome 6 aun cums © om o cums ® 











BERR EEC RARER SSS Se STS 
JFMAMJJASONDJIFMAMJJASOND 





°o 











BUSINESS ACTIVITY 


PER CAPITA BASIS 
M. W. S. INDEX 


1944 


° 
°o 
« 
Ma) 
™ 
oO 
' 
Ty 
o 
an 





FMAM J JAS ON DO 








OCTOBER 26, 1946 








to be abundant; but cotton crop will be smallest since 
1921. 


Strikes—maritime, trucking at New York, and utili- 
ties at Pittsburgh—were largely responsible for a dip of 
1.2% in the Nation's physical volume of Business Ac- 
tivity during the fortnight ended Oct, 12; but the mar- 
gin of increase over last year has widened to 10.5%, 
since comparisons now are with the sharp drop last year 
that followed V-J Day. 

- -« 2 

This publication's index of Business Activity for Sep- 
tember, at 171.6% of the 1935-9 average, was 0.2% 
ahead of August and 6.4% above September, 1945. 
Average for the third quarter was 171.3—8.2 points 
above the preceding quarter and 3.25% ahead of last 
year's third quarter. Nine months’ average, at 165.9, 
was 2.3%, hae the like period last year. On a per 
capita basis, our business index for September, at 
157.3% of the 1935-9 average, was only 0.1 point ahead 
of August and 5.4% above September, 1945. Aver- 
age for the third quarter was 157.1—7.1 points above 
the preceding quarter and 1.55% ahead of last year's 
third quarter. Nine months’ average, at 152.5, was 
3.6% bleow the like period last year. 

oe = * 


Department Store Sales in the week ended Oct, 5 
were only 14% ahead of the like period last year, com- 
pared with a cumulative increase of 30%, for the year 
to date. Much of the poorer comparative showing is 


(Please turn to following page) 
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Latest Previous Pre- 
Wk or Wkor Year Pearl : 
Date Month Month Ago Harbor PRESENT POSITIA-N AND OUTLOOK 
MILITARY EXPENDITURE (tf) $b Oct. 9 0.36 0.02 1.03 0.43 (Continued from page !0!) 
Cumulative from Mid-1940.............. Oct. 9 343.4 343.0 311.2 14.3 accounted for by the truck drivers and parcels 
delivery strikes at New York, where sales were 
PEDERAL GROSS DEBT—S$b Oct. 9 263.3 263.4 261.8 55.2 5% below last year, and the utilities strike at 
Pittsburgh, which has paralyzed business in that 
MONEY SUPPLY—Sb City and caused department store sales in the 
Demand Deposits—I0! Cities....... Oct.9 3 ken nn Oe Peet See Det to 
Currency in Circulatio Oct.9 28.6 28.5 28.0 10.7 below last year. Apart from these relatively 
temporary dislocations, however, there has evi- 
BANK DEBITS—13-Week Avge. dently been some slackening in the rate of an- 
Se ee "a. Oct.9 6.67 6.64 6.22 3.92 | nual increase in sales; since all of the ten re- 
100 Other Cities—$b....................00+: Oct. 9 8.62 8.53 7.24 5.57 | maining Districts, except the twelfth (San Fran- 
cisco) report smaller gains than for preceding 
INCOME PAYMENTS—$b (cd) Aug. 13.47 13.98 12.67 8.11 | weeks of the year. Since sales can not go on 
Selaries & Wages (cd)................ Aug. 8.99 8.85 9.02 5.56 | increasing forever at an annual rate of 30% 
Interest & Dividends (cd)... .........- Aug. 0.55 tl 0.49 0.55 | there is little logic in jumping to the conclusion 
Farm Marketing Income (ag)....... Aug. 2.17 2.27 1.82 1.21 | that the slower tempo of expansion points to 
Includ’g Govt. Payments (ag)....... Aug. 2.23 2.41 1.87 1.28 | an approaching business depression. 
a ee 
CIVILIAN EMPLOYMENT (cb) m Sept. 57.4 58.0 51.3 52.6 
Agricultural Employment (cb)........ Sep. 8.7 9.1 8.8 8.9 Total Retail Store Sales in August, on a 
Employees, Manufacturing (Ib). Aug. 14.5 14.2 15.0 13.8 unit quantity basis, were 3% ahead of July and 
Employees, Government (Ib)...... Aug. 5.4 5.4 5.9 4.6 17% above last year. In dollar value, August 
UNEMPLOYMENT (cb) m Sept. 2.0 2.0 1.6 3.4 sales were 11% ahead of July and 34% above 
last year. 
PACTORY EMPLOYMENT (ib4) Aug. 145 141 149 147 ps ates 
Durable Goods .............esssssssssees cress Aug. 165 161 188 175 Though Department Store Sales in the New 
Non-Durable RII sds ctestonsacsd ones Aug. 128 125 118 123 York Federal Reserve District were 57% larger 
BPACTORY PAYROLLS (Ib)4 July 261 257 299 198 in August than a year earlier, Inventories were 
up only 26%. Ratio of stocks to sales in July 
FACTORY HOURS & WAGES (ib) | __ average only 3.3, against 3.7 for July of last 
Weebly a pid ane fe ia $8 year. In only a few lines—such as millinery, 
Wage (cents) .............-00. Ad ; : P : yard goods, jewelry and luggage—was there 
Weekly Wage ($)............ccc-ceceee. July 43.35 43.30 45.45 31.79 on anion ha ae a ke he ee 
during the twelve months’ period. 
PRICES—Wholesale (Ib2) Oct.5 125.1. 1244 105.2—«92.2 9 cote 
PR I) es snscysecpesscegssensses coos: ssces Aug. 159.8 156.3 142.2 116.2 
r Department store executives are endeavoring 
COST OF LIVING (Ib3) Aug. 143.7 141.0 129.3 110.2 to pare the inventory ratio to three by the end 
Food Aug. 171.2 165.7 140.9 113.1 of their fiscal year, to shorten delivery dates on 
Clothing Aug. 159.7 157.9 146.4 113.8 merchandise ordered and to avoid long-term 
ag Aug. 108.7 1085 108.2 107.8 | Advance Orders. 
* * & 
RETAIL TRADE Sb 
+ geome eee pon 8.54 7.67 6.32 472 |. The Commerce Department reports that the 
oe ble G ada mmmmasraat Aug. 1.77 161 0.94 1.14 | tise in Business Inventories during August 
NoeBarchle Goods... Aug. 6.77 6.06 = 5.38 = 3.58 | amounted to only $325 million—less than half 
Dep't Store Seles (mrb) ............... Aug. 0.72 0.59 0.46 0.40 | the increase in July. Meanwhile shipments ex- 
Retail Sales Credit, End Mo. (rb2) | Avg- 3.54 3.35 2.15 5.46 | panded by $1 billion, or 10%. Though business 
inventories at the end of August had the largest 
MANUFACTURERS’ value on record, they were only 12% greater 
New Orders (ed2)—Total ........ .... Aug. 210 202 133 181 than a year earlier, compared with a rise of 
Durable Goods ..........ccccccceccoe cooeee Aug. 238 229 53 221 22% in wholesale prices. Thus, on a quantity, 
esa at ETE a oe hood “a a rather than dollar, basis, inventories are actually 
ipmen Cc — 1] OTAl............0006 ug. ° 
oo ey yn SEE Aug. 234. 0817 «262 ang «| SO 7e-saallor thane year agot 
Non-Durable Goods Aug. 216 201 194 158 * * * 
The Commerce Department estimates that 
BUSINESS INVENTORIES, End Mo. Jul 0 28 ‘ “ privately financed Residential Construction 
Total (cd)—$b sreneesesensceressscssecccsnnes red oy a: 93 ros begun in September amounted to $304 million 
Manufacturers’ ............scssssssseessssees y : : . . ip 15, dalow “Ancnest teed SOE, akied 
Wholesalers’ July 4.6 4.5 a9 4.6 —only 1% below August an 7 ahead o 
Retailers’ July 7.5 7.4 6.4 7.2 September, 1945. Total construction begun in 
Dept. Store Stocks (mrb)................ July 1.7 1.6 1.4 1.4 


September was valued at $1.06 billion—I% be- 
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Latest Previous Pre- 
Wkor Whor Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
BUSINESS ACTIVITY—i—pc Oct. 5 156.7 157.6 145.9 141.8 | tow Au 5 
. . . gust; but 160% above September last 
(M. W. S.p—t—ap... eee cane Oct. 5 170.9 171.9 157.5 146.5 year. Nine months’ total is estimated at $7.2 
INDUSTRIAL PROD. (rb) —i—anap Aug. 176 172 186 174 billion—118% above the like period last year. 
Mining Aug. 143 146 140 133 es « 
Durable Goods, Mfr. ..........ccsscsesses. Aug. 206 202 239 215 
Non-Durable Goods, Mfr. Aug. 162 156 157 141 Gloomy business commentators are predict- 
ing that high Construction Costs will lead to 
CARLOADINGS—t—Total tie suc “ 
Manufactures & Miscellaneous... oat 34 ee Hes 79 © collagen te Reliting: Galiitye | W-euenne: 
widen & G4. Oct.5 126 127 TT 156 ing to the Engineering News Record, construc- 
Grain Oct. 5 47 49 52 43 tion costs in August averaged only 16% more 
ELEC. POWER Output (Kw.H.)m Oct.5 4478 4518 4.028 3.267 than a year earlier against a 22% rise in aver- 
: : : : age wholesale prices of all commodities! 
SOFT COAL, Prod. (st) m Oct. 5 12.1 12.7 8.2 10.8 * * «& 
i BW sae cesses aaspsus t. egies. ie , 
a, ae Jan. | ay » # “To :# i While it is true that, during the past few 
ene aaa weeks, Contracts Awarded for privately 
PETR u— s.7 m financed engineering construction projects have 
pe lg “rs eee - - - a a dropped below last year, this is due to enforce- 
Fuel Oi Stocks Oct. 5 59 58 47 94 ment of Priorities to channel material and 
Heating Oil Stocks... Oct. 5 62 60 44 55 labor into the Veterans’ housing program. Total 
LUMBER, Prod. (bd. ft.) m Oct. 5 453 468 239 632 engineering construction awards are still nearly 
Stocks, End. Mo. (bd. ft.) b.......... Aug. 3.8 3.9 3.7 12.6 | twice last year's volume. 
— 7 
STEEL INGOT PROD. (st.) m Sept. 652 689 5.98 6.9% ee as 
Cumulative from Jen. §.....cccecccee. Sept. 473 408 61.8 747 Cash Dividends paid by merchandising com- 
panies in August were 37% above the like 
yo ee Oct. 10 82 134 33 94 month last year; whereas durable goods pro- 
Cumulative from Jam. b.cccccccoc. Oct.10 4,299 4,215 1,604 5,692 _—‘| ducers, except iron and steel, paid somewhat 
MISCELLANEOUS — smaller dividends. Reason for this contrast is 
Pepesboasd, Mew Onders (st})t...... Oct.5 223 161 194 165 po prices for non-durable goods now average 
Hosiery Production (pairs)m.......... Aug. 161 144 135 150 40% higher than pre-war, whereas prices for 
caaga ae Sales—b...... a 29.0 25.4 28.5 17.1 durable goods have not been permitted to ad- 
igars, Domestic Sales—m............ ug. 50! 439 421 543 9 ‘ : 
ME. Tobacco Dom. Sales (Ibs.)s0, pe 749 a09 tae ll rs _ sin 23%, while strikes have boosted 
Machine Too! Shipments—$m....... Aug. 26.8 22.3 32.5 ee ee 








ag—Agriculture Dep't. b—Biflions. 
edib—Commerce Dep't. (1935-9—100), 
1935-9—100. Ib—Labor Bureau. 
tens. m—Millions. 


cb—Census Bureau. 


Ib2—Labor Bureau, 1926—100. 


+—Thousands 


ed—Commerce Dep't. 
using Labor Bureau and other data. en—Engineering News-Record. |—Seasonably adjusted index 


cd2—Commerce Dep't. Avge. Month 


1939—100 


tb3—Labor Bureau, 1935-9—100. Ib4—Labor Bureau, 1939—100. lt—iong 
mpt—At Mills, Publishers and in Transit. mrb—Magazine of Wall Streeet, using Federal Reserve Board data. 
Withou? compensation for population growth. pc—Per capita basis. rb—Federal Reserve Board. 
ment and Charge accounts. st—Short tons. 


ap— 
tb2—Federal Reserve Board, instal- 


4#—Treatury and Reconstruction Finance Corp. 
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No. of 1946 Indexes (Nov. 14, 1936, Cl—100) High Low Oct.5 Oct. 12 
Issues (1925 Close—100) High Low Oct.5° Oct.12 | 100 HIGH PRICED STOCKS 112.55 83.48 83.87 83.48a 
300 COMBINED AVERAGE .... 191.7 132.9 134.2 132.92 | 100 LOW PRICED STOCKS... 247.97 158.00 159.98 158.00a 

4 Agricultural Implements .. 265.7 163.0 163.0a 163.6 6 Investment Trusts .......... 84.1 55.9 56.6 55.9a 
Il Aircraft (1927 Cl—100),. 284.4 181.7 186.6 181.7a MM os hdc cea 1479.8 955.4 991.3 955.4a 
6 Air Lines (1934 CIl—100) 1208.6 705.2 731.6 705.2a 8 Machinery o........ccccseeeeeee 206.4 140.8 140.8a 142.1 
5 Amusement _ ..............sscecss00e 218.6 143.7 153.1 153.6 Be Whee Cee css siscccssisccccssis 206.3 130.1 132.6 130.1a 
15 Automobile Accessories .. 336.2 185.3 192.6 185.3a 3 Meat Packing .................. 132.7 92.4 94.3 105.3 
11 Automobiles  ..........00c.00 62.2 34.4 36.1 34.4a 13 Metals, non-Ferrous .......... 299.7 176.3 176.3a 176.8 
3 Baking (1926 Cl—100).... 26.0 20.2 21.3 20.8 OR eee 44.0 32.7 33.4 34.4 
3 Business Machines. ............ 360.3 267.7 272.8 267.7a Pa GUITAR 20. scscascciccscnbvas 227.0 173.8 175.7 174.9 
2 Bus Lines (1926 Cl—100) 229.9 164.6 169.3 166.2 20 Public Utilities ................ 165.5 HS * GES2 111.5a 
MR OONNGHEE cocicesssscressssceusitse 290 2 222.9 225.1 222.93 5 Radio (1927 Cl.—100).. 42.0 20.5 20.6 20.5¢ 
BGs WARING) cs csestscasiecsossee 32.4 18.8 19.6 18.8a 8 Railroad Equipment ........ 110.6 67.7 69.0 67.7b 
4 Communication ............006 99.7 55.9 56.8 55.9c BE MOONE io lacesescicsiccecinsaee 40.8 22.5 22.9 22.5b 
13 Construction. ............css00 85.1 56.0 56.9 56.0a cd CO eee ee 56.7 27.8 28.6 27.8a 
TF MEGWEMINGES, occcscsescsevastsinccssece 462.6 315.5 318.3 315.5a 2 Shipbuilding ........0.0.0000.. 178.8 106.3 110.9 106.3a 
8 Copper & Brass ................ 141.8 95.1 95.1 95.9 CR a 647.0 446.0 456.3 446.0a 
2 Dairy Products ..........0..0.. 81.5 64.6 67.5 67.9 $2 Steet & Tree 2.665553... 149.3 110.7 110.9 111.4 
5 Department Stores. ........ : > 29 82.1 82.1a 82.3 KS SEA BENS cre eee 88.9 62.1 64.9 63.5 
5 Drugs & Toilet Articles...... 277.4 194:8 204.8 206.1 Fy AD ogee esscscsetessacvesc 295.3 236.9 243.2 241.7 
2 Finance Companies .......... 313.9 203.6 203.6a 206.9 SUGGS, << .ccccdscaness ern 189.7 126.7 127.9 129.3 
7 Coad “Benes: ~ sic. scécscscecsecs 236.4 185.8 190.9 185.8a 3 Tires & Rubber .............. : 51.9 33.5 38.7 38.8 
2 Food: Stores: xcicsssusscyasese 100.3 72.9 73.3 72.9%a 5 Fohpece:: cicsccicaacencins 99.6 76.6 76.6a 78.4 
BD UONIPURO eateg ho sc ctssesiicaasaacs7e 125.8 79.8 83.8 79.8b 2 Variety Stores ............... 399.3 309.2 324.9 337.0 
3 Gold Mining .....c:.....c00« 1346.1 767.9 771.2 767.9¢ 18 Unclass. (1945 Cl—100) 116.1 84.7 86.7 84.7a 








New LOW since: a—1945; b—1944; c—1943. 
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Oommodities 





One of the most drastic breaks in commodity markets in 
recent years was witnessed on Thursday, October 17, when 
a number of basic staples reacted from their recent highs. 
Probably most significant is the widespread nature of the 

rice decline, with many key commodities being affected. 
Fhe most dramatic price performance was in the cotton 
market, where lint prices dropped $10 a bale in a single 
day's trading. Added to the price slump of the previous 
day, the resultant break of about $20 a bale is the sharp- 
est reaction in so brief a period in over a quarter of a 
century. 

With the lifting of price controls, cattle, hogs, poultry 
and other livestock rushed to market in an ava'anche se'dom 
witnessed in all the previous history of the industry, and 

uickly turned the previous price rise into a series of sharp 
Tadlices, Hog prices dropped $5 per hundred pounds on 
Wednesday, and were marked down another $4 to $7 on 
Thursday. Sheep declined $1 to $3 chickens were reduced 


10 cents a pound Wednesday, and another 2 to 6 cen 
Thursday. Butter, which had been reaching stratospher 
levels in local retail markets, tumbled 7 to 8 cents a pound 
in a single day, the sharpest decline in many years. 

Much the same was true of eggs, down a total of 7 cent 
a dozen, cheese, off 6 cents a pound, corn, off 35 to 4 
cents a bushel, and wheat futures, down 5 cents in th 
futures markets. 

Measured statistically, the cumulative effect of a'l thes 
individual price declines was reflected in the Dow-Jong 
commodity futures index, which dropped seven points in. 
period of only three days, the most drastic reaction sinc 
initiation of the index in 1933. The extent and severiiy o 
the decline signal the return to free markets, where suppl 
and demand, rather than uneconomic controls, determin 
gy A good = of the inflationary control system ha 

een, or is rapidly being, eliminated, and a definiie relie! 
in the cost-of-living situation is under way. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August 1939, equal 100 


Date .2 Wk. | Mo. 3 Mo. 6 Mo. I Yr. Dec. 6 
Oct. 12 Ago Ago Ago Ago Ago 194! 
28 Basic Commodities 243.9 243.3 238.3 244.6 190.2 185.7 156.9 
11 Import Commodities .... 223.0 225.7 219.2 229.6 170.7 168.9 157.5 
17 Domestic Commod'ties.. 258.5 255.4 251.4 254.9 204.0 197.4 156.6 


RAW MATERIALS SPOT INDEX 
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14 Raw Materials, 1923-5 Average equais, 100 
Aug. 26, 1939-—63.0 Dec. 6. 1941—85.0 

1946 1945 1944 1943 1941 1939-1938 )-1937 
120.2 95.8 94.5 929 85.7 3 658 93.8 


5 ¥3.6 91.8 89.3 743 61.6 575 64.7 


Low 


eecswneces 


104 


Date 2 Wk. | Mo. 3 Mo. 6 Mo. I Yr. Dec. 
Oct.12 Ago Ago Ago Ago Ago 194i 
7 Domestic Agricultural... 297.5 294.3 289.5 305.6 239.5 2300 163 
12 Foodstuffs 306.0 304.0 293.8 297.7 216.7 2103 169] 
16 Raw Industrials 205.6 205.7 203.4 211.0 172.5 169.0 148) 


COMMODITY FUTURES INDEX 


JULY AUG. SEPT. . ocT. 


YA dain, soa 
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DOW-JONES 
COMMODITIES INDEX 


| 


Average 1924-26 equals 100 


1946 1945 1944 1943 194) 1939 1938 1% 


127.07 106.41 98.13 96.57 84.60 64.67 54.95 82. 
104.21 93.90 92.44 88.45 55.45 46.59 45.03 Sz 
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Investment Audit of 
Firestone Tire & Rubber Co. 





(Continued from page 85) 


airport operators are able to ob- 
tain an initial stock of merchan- 
dise from Firestone and a dealer 
franchise agreement that entitles 
them to utilize the company’s 
store planning and display serv- 
ices in addition to advertising. 
Hundreds of dealers and distribu- 
tors in 38 states and Alaska are 
running airport retail stores with 
a compiete line of aviation sup- 
plies furnished by Firestone. This 
fine i is being increased as rapidly 
as new supplies and accessories 
become available. New 1946 prod- 
ucts are plexiglass windshields, 
steerable tail whetls, compasses, 
transmitters and receivers, pro- 
pellers, fabric calculators and 
others. 


New Products and Developments 


Many new products have been 
developed by the company in the 
past few years and this list will 
be expanded materially as a re- 
sult of the company’s new re- 
search laboratories. Facilities will 
be expanded for manufacturing 
of contro-elastic yarn, foamex, 
the foamed rubber latex rubber 
used for mattresses and seating, 
velon, a plastic used for gar- 
ments, drapes, luggage, pacikay- 
ing fi'ms, insect screens, uphol- 
stery fabrics, etc. In 1945 the 
company, together with the B. F. 
Goodrich Co. formed Industry 
Inventions, Inc., a corporation 
established to license the use of 
electronic vulcanization in manu- 
facture of rubber and _ plastic 
products. Basic patents covering 
the process, originally granted on 
discoveries made by R. P. A. 
Dufour and H. A. Le Duc of 
France and E. E. W. Kassner of 
Switzerland, were purchased by 
Firestone and Goodrich. This 
process which cures rubber by 
electronics as much as 17 times 
faster than the conventional 
steam method is adapted to cur- 
ing of tires, foamed sponge rub- 
ber and many other rubber prod- 
ucts, as well as brake blocks made 
of resins and asbestos and many 
other plastic products. The elec- 
tronic method of curing or vul- 
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canizing accomplishes in minutes 
jobs that formerly required hours 
with steam, and because electronic 
heat is more uniform and more 
easily controlled, a better product 
is obtained. Vulcanization is the 
joining of sulphur and rubber 
molecules through the application 
of heat. When steam is used, the 
heat must soak in slowly from the 
outside. The thicker the product, 
the longer time required for the 
heat to reach the core. Electronic 
equipment, on the other hand, 
heats the entire product almost 
instantaneously throughout and 
brings it up to the required tem- 
perature in seconds or minutes 
depending on size and thickness. 
Curing of Firestone’s foamed 
sponge rubber — Foamex — was 
completed in 30 minutes by steam 
and in four minutes by the elec- 
tronic method. After curing, 
Foamex is dried with hot air. It 
takes 16 hours to dry foamed 
sponge rubber with hot air alore, 
but if treated electrically for 30 
seconds the drying time is reduced 
to one hour. Large hard rubber 
wheels can be cured in 18 minutes 
by this method as against five 
hours by steam. Actually the e'ec- 
tronic treatment is applied only 
two minutes, then the rubber 
wheel is placed in a steam mold 
for 18 minutes to finish the cure 
and give it shape. Brake blocks 
can be cured ia 48 minutes as 
against seven hours by steam. 


Research Laboratories 


Completion of a $2 million re- 
search laboratory was announced 
last year for development of im- 
proved tires and other rubber and 
plastic products, and acccleration 
of research into improved syn- 
thetic rubber. Plastic dresses and 
suits, tires in which synthetic 
rubbers of various types are tail- 
ored to fit the needs of motorists, 
rubber and plastic films to permit 
air transport of fresh tropical 
fruits and luxurious rubber mat- 
tresses and cushions are some of 
the projects scheduled for further 
development in the new labora- 
tory. In addition to the rubber 
and plastic research projects. tex- 
tile and metal research will be 
undertaken. All modern facilities 
are available at.the research lab- 
oratory, including air condition- 





STATEMENT OF THE OWNERSHIP, 
MANAGEMENT, CIRCULATION, ETC., 
REQUIRED BY THE ACT OF CON. 


GRESS OF AUGUST 24, 1912, AS 
AMENDED BY THE ACTS OF MARCH 
3, 1933, AND JULY 2, 1946 


Of Tue Macazine oF WALL Street published 
on at New York, N. Y., for October 1, 
6 


State of New York 2 


County of New York § &* 


Before me, a Notary Public in and for the 
State — county aforesaid, personally appeared 
C. G. Wyckoff, who, having been duly sworn ac- 
cording to law, deposes and says that he is the 
Publisher of Tue MaGazine or WALL STREET 
end that the f_llowing is, to th best of his 
knowledge and belief, a true statement of the 
owne.ship, management (and if a daily, weekly, 
sem.weekly or triw-ekly newspaper, the circula- 
ticn), etc., of the aforesaid publ.cation for the 
date shown in the above caption, required by the 
Act of August 24, 1912, as amended by the Acts 
of March 3, 1933, and July 2, 1946 (section 537, 
Postal Laws and R gulations), printed cn the 
reverse of this form, to wit: 

_1. That the names and addresses of the pub- 
lisher, editor, managing editor, and _ business 
managers are: 

Publisher—C. G. 
New York 4, N Y. 

Editor—C. yo Wyckoff, 90 Broad Street, New 
York 4, N. 

Manag.ng _ 

Business manager—Ncne. 

2. That the owner is: (if owned by a corpo- 
ration, its name and address mi. 
also immediately thereunder the names and ad- 
dresses of stockholde s owning o¢ wuvoidmg one 
percent or more of total am_unt of stock. If not 
owned by a corpoiation, the names and add.esses 
ot th: individual owners must be giv n. If 
owned by a fi.m, company, or other unincorpo- 
rated concern, its nam: and cddress, as well as 
those of each individual member, must be given.) 

Ticker Publishing Co., Inc., 90 Broad Stieet, 
New York 4, N. Y 

c. & Wyckoff, Inc. 
10th Street 


Wyckoff, 90 Broad Street, 


ent), 7 West 


Wi.ming on, 1!) 1. wkholders 





of which | are - G. Wyckoff, “90° Seead Street, 
New Yurk 4, N. Y 
3. That the on bondholders, mortgagees, 
and cth.r security holders owning or holding 1 
per ccnt or mo e of total amount of bonds, mort- 
or other securities are: (If there are 
so state.) 
_ Cecelia G. Wyckoff, bondholder, 90 Broad 
Strect, New York 4, NY. 
C. G. Wyck ff. Inc. (bondholder), 7 West 
10th Street, Wi'mington, D_ 1., the stoc! holders 


of which are e v. Wyckoff, 90 Broad Street, 


New York 4, 


4. That the two paragraphs next above, 
the names of the owners, 
curity holders, if any, contain not only the list 
of stockholders and security holdes as_ they 
appear upon the books of the company, but also, 
in cases where the stockholder or security holder 
appears upon the books of the company as 
trustee or in any cther fiduciary relation, the 
name of the person or corpo ation for whem 
such trustee is acting, is given: 2's that the 
s1id two paragraphs contain statements et 
bracing affiant’s full knowledge -nd b ‘i 
the cireum-tances and condi‘ions under which 
stockholders and security holders who do not 


giving 
stockholders, and se- 


appear upon the boo's of the company as 
trustees. hold sto~k ard secn ities in a capacity 
other than that of a b-na file owner: ond this 


affivnt has n> reason to believe that any other 
person. association. or corporation has anv in- 
terest direct or indirect in the sai? stocl. inal 
or other securities than as so stated hy him. 

5. That the aversge numbe- of copies of each 
issue of this nnblication sold or distr’ buted, 
through the mails or otherwise. to paid sub- 
sec ibers durine the twelve m> athe ne nadine the 
date shown above is—(This infocnention is re- 
quired from dv'ly. weekly, semiweekly, and tri- 
weekly newspapers only.) 

(signed) C G. WYCK FFP, 
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Swo-n to and snhscribed before me this 17th 
day of October. 1946. 
(signed) RAOUL SCHWARTZ, 
N. Y. Courty Cle’: No. 171 
Notary Public 


[Seal] 


(My commission expires March 30, 1947.) 








ing, movable inner walls and par- 
titions, an electronic miscroscope 
which magnifies 20,000 times, 
x-ray equipment, a spectograph, 
and any other essentials to a first 
class research organization. 


Outlook 


In addition to still unfulfilled 
demand for tires assuring capaci- 
ty operations into 1947, outlook 
for other units of the company is 
even more promising. With in- 
creasing amounts of refrigera- 
tors, food freezers, radios, wash- 
ing machines, vacuum cleaners 
and many other items of vitally 
needed home equipment, both for 
the many new homes established 
since the beginning of the war 
and for replacement of outworn 
ond outmoded units for older 
established homes, added to- the 
demand from lower income 
groups whose standards have 
been raised considerably since the 
war, outlook for the store and 
distribution units is exceedingly 
promising for 1947. Recent fore- 
casts of the Bureau of Agricul- 
tural Economics of a national in- 
come of $175 billion in 1947 in- 
dicates expansion of public pur- 
chasing power, which should bol- 
ster sales of the retail units. In- 
crease in automobile production 
is eventually assured and the new 
cars will provide expanded auto- 
mobile accessory business. Export 
business, including sales of 
foreign plants, should be increas- 
ingly profitable in view of the 
huge latent demand for material 
and equipment of all kinds in 
foreign countries. Net profits of 
$3,858,931 from foreign subsidi- 
aries were included in earnings in 
1945 fiscal year and company’s 
total investments in foreign coun- 
tries were reported as $34,801,- 
839. 

In addition to the above men- 
tioned factors, facilities are be- 
ing rapidly expanded for the 
manufacture of contro - elastic 
yarn, foamex, velon, the plastic 
used for garments, drapes, lug- 
gage, packaging films, insect 
screening and upholstery fabrics 
and many other uses, and these 
items should add considerably to 
profits in the not too distant fu- 
ture. 
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The Dollar in Switzerland and 
the War Scare 


Ever since the United States 
entered the war in 1941, it has 
been possible to buy dollar notes 
from private foreign exchange 
dealers in Switzerland at a dis- 
count. This discount has varied 
because normally the market is 
rather narrow. However, in re- 
cent months not only has the sup- 
ply of dollars increased, but ap- 
parently the discount now has 
become larger. It is reported at 
around 25 to 30 per cent, mean- 
ing that the dollar buys from 
Sw. Fr. 3.10—to Sw. Fr. 3.50 in- 
stead of Sw. Fr. 4.20 which is the 
official exchange rate. From bona 
fide commercial transactions, such 
as the payment for Swiss exports, 
it is, of course, possible to obtain 
Swiss francs at regular rate from 
banks. 

The supply of dollars in Switz- 
erland is evidently so large that 
many European countries have 
been diverting their goods to 
Swiss markets, selling them there 
for transhipment abroad and 
with the Swiss francs buying dol- 
lars at a discount. Unfortunate- 
ly not much is known in this 
country about these transactions 
and the source of the dollar notes 
which are traded in Switzerland. 
There is, naturally, a good deal 
of speculation about their origin. 
One plausible explanation is that 
Europeans are unloading their 
dollars in Switzerland because of 
the war scare which is apparently 
taken quite seriously in Central 
Europe. It is known that Euro- 
peans have been hoarding dollar 
notes during the war as a protec- 
tion against inflation and de- 
valuation of their national cur- 
rencies. 

Another explanation is that 
the dollar notes represent largely 
the spending of the G.I.’s on the 
Continent, in Switzerland in par- 
ticular. Incidentally, the estim- 
ates of dollar notes in circulation 
outside the United States run 
into figures exceeding 1,000 mil- 
lion dollars. No breakdown as to 
area is available. Large amounts 


of dollar notes normally circulate 
in the Caribbean and since the 
war dollar notes have also been 
a payment medium in China. 

There are other explanations. 
It is claimed that refugee funds 
kept in the Western Hemisphere 
during the war are now being 
transferred either for eventual re- 
investment on the Continent or 
for safe-keeping in Switzerland. 
It seems that many people are 
convinced that the little Repub- 
lic has a good chance of staying 
neutral again if another war 
comes. Many people have also 
been impressed by the Swiss stand 
against the Germans to protect 
the property of French, Dutch 
and Belgians, and later against 
the Allies to protect the property 
of the Germans. The Swiss have 
a strong sense of the State’s duty 
to protect private property; 
property cannot be seized except 
in proved interest of the State 
and then only against compensa- 
tion. 


Economic Deterioration in 
Hungary and Austria 


Hungary and Austria occupy 
a peculiar position with respect 
to the Russian sphere of influence 
on one hand and the Anglo- 
American sphere on the other 
hand. In a sense they are still 
a sort of “no man land” since 
neither one of them can be defi- 
nitely claimed by either sphere. 
Hungary is obviously the weakest 
link among the Russian satellite 
countries stretching from the 
Baltic to the Adriatic. It is 
strongly anti-Slav and economic- 
ally complementary to the West. 
On the other hand Austria is per- 
haps a rather weak link among 
the countries of the Western 
European area. Austrian social- 
ists and communists are aggres- 
sive, and the Russians, by oc- 
cupying all the major industrial 
areas, the surplus food producing 
districts and the new oil fields, 
have secured powerful levers for 
keeping Austria oriented east- 
ward. 

Thus Austria and Hungary 
are becoming a battle ground be- 
tween capitalism and _ socialism- 
communism; both of them have 
suffered rather than profited from 
the rivalry of the two. In Paris 
and elsewhere the United States 
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has been making strenuous effort 
to keep Austria and Hungary 
open to free trade and has made 
a strong plea for the reduction 
of Hungarian war reparations 
which are strangulating the coun- 
try economically. In Austria the 
Russians have been on the offen- 
sive. They are stirring the work- 
ers against the Western Allies 
and biocking the nationalization 
law. The British suggestion for 
an Austro-Italian customs union 
was immediately countered by a 
Czech proposal for a far-reach- 
ing trade agreement between 
Czechoslovakia and Austria. Re- 
cently the Russians have been 
advocating the raising of the ex- 
change value of the Austrian 
schilling from ten to the dollar 
to five to the dollar on the score 
that cost of imports would be less 
and that the country would be 
helped by bringing in more raw 
materials for processing. 

Both Austria and Hungary, 
have been striving to check 
spiraling cost and prices. In 
Austria a drastic currency re- 
form was carried out last De- 
cember and the new purchasing 
power has been more or less 
gauged to the volume of new pro- 
duction. In Hungary, the old 
pengo which became worthless in 
a hyper-inflation was replaced by 
the florin. As in Austria prices 
were fixed high so that purchas- 
ing power would not exceed the 
available supplies of consumers 
goods. As a result the average 
wage earner after buying simple 
food has little left. In both coun- 
tries the situation has been fur- 
ther aggravated by the fact that 
a large share of the little that is 
produced must be exported to 
buy raw materials and foodstuffs 
and, in the case of Hungary, as 
reparations to the Soviet Union. 

The point is that in both coun- 
tries so little is available after 
payment for imported raw ma- 
terials and reparations that the 
people, although their average 
earnings may not be larger than 
$10 a week are still able to bid 
for-goods in black markets. The 
result has been that the prices 
continue to rise and the con- 
fidence in the schilling and the 
new pengo has suffered. In Hun- 
gary the peasants, rather than 
part with farm produce, the 


OCTOBER 26, 1946 


prices for which were fixed ex- 
tremely low in regard to indus- 
trial products, have been refusing 
to sell unless prices are adjusted 
in their favor. Meanwhile the 
industrial worker’s lot particu- 
larly in industrial Austria has 
worsened and there is a danger 
as the winter draws near that 
there may be serious social dis- 
turbances in both countries which 
will wreck whatever has been ac- 
complished thus far. The de- 
terioration of the economic situ- 
ation is, of course, going to play 
into the hands of the Russians 
unless the Western Allies step in 
and help. 





Another Look At the 
Textile Industry 





(Continued from page 83) 


costs since 1939, the price of raw 
cotton has leaped to its recent 
level around 37 cents per pound 
from 9.05 cents in 1939. As cost 
of cotton is the chief component 
of over-all costs in this industry, 
the price curbs upon finished 
products have until recently 
squeezed heavily into profit mar- 
gins. But the law now obliges 
OPA to set prices for cotton fab- 
rics in parity with the raw ma- 
terial. Hence with possibility 
that total output of the mills may 
reach 10 million yards in 1946 
and price boosts may keep pace 
with rising costs, profit potentials 
for the industry are pretty good, 
to say the least. As demand cur- 
rently is estimated at fully 4 mil- 
lion yards over supply, and pub- 
lic need for cotton clothing, sheets 
and towels should continue fairly 
stable through 1947, the road 
ahead for some time appears 
promising, unless inventory dis- 
tortions suddenly change the 
prospect for a while, as discussed 
earlier in this article. During 
1946, at least, net earnings of 
numerous makers of cotton tex- 
tiles should reach record propor- 
tions. With ample working capi- 
tal at their command, many of 
these sizable units plan to follow 
the example of Pepperell Manu- 
facturing Co. by establishing 
brand popularity through ex- 
tensive promotional activities for 
the first time in their history. 


Reference to the appended table 
will furnish clues to the relative 
standing of some of these im- 
portant competitors. 


Rayon Manufacturers 


While use of synthetic fibres 
in textiles has won increasing 
popular favor for many years 
past, it took World War II to 
stimulate both capacity and pro- 
duction to their current vigorous 
status. Competitive inroads by 
rayon to replace cords for tires 
alone increased production of 
viscose yarn for this purpose 
about fourteen-fold during war 
years. And through manufacture 
of new, finer and stronger yarns 
made by both the viscose and 
acetate processes in recent years, 
fabrics with endless design and 
color have appeared upon the 
markets to compete with those 
made with other fibres. By the 
end of 1945 production of rayon 
had soared to almost 800 million 
pounds, more than doubling the 
relative poundage in 1939. 

Whereas until fairly recently 
the lower cost of raw cotton en- 
abled that fibre to retain a com- 
petitive advantage, its recent 
spectacular advance to above 35 
cents per pound has opened the 
door wide for further inroads by 
makers of the synthetics on a 
basis of price. And through new 
combinations of rayon yarns with 
cotton and wool, prospects for 
their increased usage are en- 
hanced substantially. Despite 
wartime large expansion in fa- 
facilities, many leaders in the 
rayon industry, including Ameri- 
can Viscose, Celanese, Industrial 
Rayon and Hercules Powder Co. 
are planning sizable additions to 
their plants. So optimistic are 
the long term prospects for the 
industry that by 1955 it is ex- 
pected that total capacity may 
be again doubled. Meanwhile, 
price stability for the raw fiber 
has established a high degree of 
efficiency in cost controls, al- 
though wages have risen sharply 
in line with all textile producers. 
Competitive handicaps have been 
steadily reduced through im- 
portant improvements in both 
machinery and processing, the 
equipment patented by Industrial 
Rayon, for example, enabling one 
machine to produce finished yarn 
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where formerly a number of 
separate operations were re- 
quired. In like manner it has now 
become possible to dye rayon 
yarns and fabrics with far more 
permanency than before. Cur- 
rently, profits of the rayon manu- 
facturers are proving very satis- 
factory, due to large sales and 
some tax relief. That this seg- 
ment of the textile industry will 
continue to enjoy more stability 
and growth than others in the 
field is a conservative prediction, 
everything considered. 





Proctor & Gamble Versus 
Colgate-Palmolive-Peet 





(Continued from page 93) 


ment in taking full advantage of 
benefits eventually accruing from 
merger of the original Colgate 
business with that of the Palm- 
olive-Peet Co. It was only in the 
latter part of the 1930’s that op- 
erating economies achieved by 
this consolidation began to show 
results in net income. Under un- 
favorable conditions of the 1930’s, 
the Colgate-Palmolive stock suf- 
fered a severe decline which the 
more highly regarded Procter & 
Gamble escaped because of that 
company’s stronger financial po- 
sition. Accordingly, when earn- 
ings began to mount rapidly, the 
Colgate shares recorded corres- 
ponding recovery in the market. 
This trend is shown in the table 
below which shows approximate 
price ranges for recent years. In 
this tabulation, it may be seen 
that while Colgate shares have ad- 
vanced steadily since 1940, the 
Procter & Gamble stock has re- 
corded virtually no net improve- 
ment. 


TABLE II 
PROCTOR & GAMBLE COLGATE 
High Low Last High Low Last 
1938 569 39 56 17 a oe 
1939 66 51 66 18 ii 18 
1940 72 6&3 657 20 10 12 
1941 61 50 652 146 il 12 
1942 53 42 49 0 O81. “aT 
1943 58 48 57 25 16 24 
1944 59 52 58 33 23 383 
1945 66 55 66 49 81 46 
1946* 71 653 ~~ 55 61 42 60 
* To October 


Although it might be fair to as- 
sume that trends of the last few 
years readily could endure so long 
as shortages of raw materials ex- 


A een ne ee 


ist, it would be hazardous to con- 
clude that the Colgate Co. would 
continue its recent rate of im- 
provement while Procter & Gam- 
ble would remain stagnant. It 
seems more logical to think that 
as normal conditions return, the 
Procter Co. would be in position 
to regain at least a part of pre- 
war profit margins and reinstate 
previously demonstrated earning 
power. Undoubtedly management 
has felt justified in making sacri- 
fices in recent years to preserve 
markets for its principal prod- 
ucts with the hope of capitalizing 
on this policy when sources of es- 
sential oils and fats again are re- 
opened. 

Accordingly, it is well to look 
beyond present day conditions to 
the future when all economic con- 
trols have been removed. One can 
easily visualize a return of condi- 
tions in which good will and pres- 
tige built on advertising have 
more than nominal value. Proc- 
ter & Gamble has maintained ad- 
vertising expenditures at a high 
level and the Colgate concern has 
increased its expenditures along 
these lines. With shortages so 
critical, the consuming public 
gives little heed, however, to ad- 
vertising appeals. Nowadays when 
the housewife queues up at gro- 
cery stores, she does not ask for 
soaps and soap powders by brand 
name, but takes whatever is avail- 
able. The time eventually will 
come, however, when brand names 
once more will have considerable 
influence in determining consumer 
buying preferences. It seems 


reasonable to think that under ™ 


such conditions Procter & Gamble 
will regain its one time prestige. 
In examining balance sheet 
data of these two companies, it is 
observed that the laggard per- 
formance of Procter & Gamble has 
been more apparent than real. In 
other words, the actual financial 
betterment of common stocks of 
each company has been rather 
consistent. This probably is due 
to the fact that before the war the 
P & G stock was appraised in the 
market substantially above its in- 
trinsic net worth because of its 
lengthy record of conservative 
management, whereas the Colgate 
shares had slumped well below ac- 
tual book value because of disap- 


1938 $72.0 


pointing earnings results and ui- 
fortunate inventory experiences 
in the middle 1930’s. In recent 
years, working capital and book 
value of common stocks of these 
companies have mounted steadily 
in reflecting gradual strengthen- 
ing in financial worth. This is 
shown in the table below: 


TABLE III 
PROCTER & GAMBLE COLGATE 


Work Equity Work Equity 
Capital Per Capital Per 
(millions) Share (millions) Share 


$17.25 $38.5 $17.41 
1939 66.6 17.63 32.7 18.67 
1940 71.0 19 02 312 19.00 
1941 70.6 20.25 35.7 20.44 
1942 73.5 21.16 40.5 21.66 
1943 890 22.97 40 7 23.51 
1944 96.4 23.68 44.2 25.06 
1945 92.5 24.34 47.1 26.18 
1946 94.9 25.64 _ _— 


In viewing the outlook for these 
leading soap manufacturers, the 
question arises as to whether new 
products may provide increased 
competition in the future. Chemi- 
cal research in the last decade has 
developed interesting synthetic 
detergents which have gained 
popularity partly because of the 
unavailability of old fashioned 
cleansing agents. Procter & Gam- 
ble introduced to the market sev- 
eral years ago a shampoo and a 
liquid dentifrice made from syn- 
thetic detergents. A new “soap- 
less soap” known as Draft also 
was marketed before the war but 
since has been withdrawn. Col- 
gate developed a competitive 
liquid dentifrice and a shampoo 
similar to the Procter & Gamble 
products. Colgate also has put 
on the market a synthetic deter- 
gent under the brand name Vel 
and this cleansing agent is being 
produced in substantial quantity. 
It seems apparent that both com- 
panies are alert to the potentiali- 
ties of the new “soapless soaps.” 

Trade authorities are not too 
certain that consumer demand 
will be sustained for these new 
products when favorite laundry 
soaps and powders again are 
abundant. Thus far, manufac- 
turers of synthetic detergents 
have not been able to bring down 
costs to a level where they threat- 
en competitive soap powders on a 
price basis. It is generally be- 
lieved by marketing authorities 
that in soaps, especially for the 
laundry and the kitchen, price is 
the major determinant in sales 
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and distribution. It seems ques- 
tionable whether independent pro- 
ducers of synthetic cleansing 
agents lacking long established 
distribution channels, could in- 
vade the field controlled by such 
major manufacturers as the “big 
three” in the soap business. Large 
advertising expenditures seem to 
assure retention of consumer pref- 
erences for branded products. 

In looking ahead to normal 
competitive conditions, there is 
little question but that the prog- 
ress achieved by Colgate in re- 
cent years has placed the com 
pany on a much stronger foun- 
dation than had prevailed before 
the war. Accordingly, price- 
earnings ratios of the two stocks 
might be expected to come more 
nearly to balance. In the past, 
the Procter & Gamble shares have 
sold on an extremely high earn- 
ings ratio because of undoubted 
superior management and finan- 
cial impregnability. The Colgate- 
Palmolive stock which before the 
war sold at ten times earnings or 
less, gradually has been improv- 
ing its status. As accomplish- 
ments of its revitalized manage- 
ment become better known, this 
stock may be expected to com- 
mand a more liberal investment 
rating. In fact, in the next few 
years, both concerns should be in 
position to expand output as 
materials become more plentiful 
and to put into effect more liberal 
dividend policies. The current 
dire shortage of fats and oils may 
mark the closing stage of wartime 
adversities for this industry. 








6 Strategic Stocks For 
Defensive Investment 
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thirds of this popular fruit con- 
sumed. Additionally, it owns 
among its quarter of a billion dol- 
lars of investments, a fleet of med- 
ern steamships which cost $63.7 
million, railways and trams with 
an original value of $37.5 mil- 
lion, sugar mills and _ refineries 


‘representing an outlay of $18.8 


million, land, buildings, wharves 
and a radio system accounting for 
an initial cost of over $139 mil- 
lion. Signalling conservative de- 
preciation policies, reserves have 
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been set up on the books for this 
purpose to the extent of $145.5 
million. 

Through experience gained 
during many decades, not only 
the cultivation of bananas in a 
number of Caribbean countries 
has been a major activity of the 
company, but the development of 
friendly relations and the expan- 
sion of trade in all these Southern 
neighbors. United’s fleet of fast 
steamers, as much as anything, 
has served to entrench the com- 
pany in almost the entire Carib- 
bean Zone on a scale which makes 
its position unique. By handling 
equatorial products in the main 
free from competition in this 
country, and fostering their us- 
age, the company has not only 
prospered consistently but has far 
from exhausted its growth poten- 
tials. 

During its long history, United 
Fruit has succeeded in making 
money during many periods when 
industry in general was experi- 
encing very tough sledding. For 
this reason, an unbroken dividend 
record for 47 years past has 
brought confidence to its share- 
holders. Even during the past 
five years when its banana busi- 
ness came to an abrupt halt when 
the Government commandeered 
practically all its vessels for mili- 
tary use, gross income trended up 
rather than down from receipt of 
Federal payments for services and 
use of equipment. In 1945, Uni- 
ted was operating 104 ships for 
the Government. Although many 
of its fleet became war casualties, 
reimbursement for their loss pro- 
vided funds for construction of 
part of the modern refrigerator 
and passenger vessels which soon 
will be producing revenues for the 
“Great White Fleet.” As it is, 
enough ships have already been 
returned to the company or been 
delivered by shipyards so that 
banana shipments have been re- 
stored to near pre-war rates. 

Net income of United Fruit for 
the past seven years has never 
fallen below $10 million and dur- 
ing 1945, despite heavy taxes, it 
was reported as $18.9 million. 
With transportation well im- 
proved during the first six months 
of 1946, and EPT no longer a 
factor, net earnings rose sharply 
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SCHENLEY DISTILLERS CORPORATION 
NOTE—From time to time, in this 
space, there will appear an advertise- 
ment which we hope will be of intereet 
to our fellow Americans. This is num. 
ber 145 of a series. 


SCHENLEY DISTILLERS CORP. 





Survivors 


By MARK MER!T 


Mr.* Allan Bass, fie'd r2pres-ntative 
of the Social Security Admin.sira- 
tion’s Bureau of Old Age and Survivors 
Insurance with offices at 11 West 42d 
Strect, Ncw York City, paid us a visit. 
He was interested in a piece we wrote 
about one of our faithful employees 
who had retired to a life of security 
and ease under the Schenley R tire- 
Mr. Bass 
thought that perhaps we wculd devote 
a column to the Federal Secur'ty 
Agency—so we’re going to tell a little 
story which we hope will en ighten our 
readers with a phase of social security 
which, we are informed, is overlooked 


| or ignored by hundreds of thousands of 


| story: 


Here’s the 
(Names are fictitious). 


work2rs and their families. 


Johnnie Jones, a young man, was 
known to grumble, from time to time, 
about the “deducts” from h’s pay 
check. Social security was far off for 
him. Sixty-five years of age—retire- 
ment age—was thirty or mor2 ycars 
away. Well, Johnnie unfortunately lost 


| his life in an accident. Jane, his wife, 
| and Ruthie, aged six, survived. Johnnie 


| about 


had never told his wife very much 
Social Security. She kad a 


| vague recollection that when Johnnie 


and she attained the age of sixty-five 
they would get some checks from the 
government. 


But somebody took an interest in 


| Mrs. Jones and told her the facts. She 


called on the Social Security Adminis- 
tration in her town (there are more 


| than four hundred offices throughout 


the country) and made some inquiries. 
She learned that she and her little 


| daughter, were entitled to checks b2- 





| ginning immediately. These checks will 


eome every month, until little Ruthie 
attains the age of eighteen. Since 


| Ruthie is now six years of age these 


checks will come to mother and 
daughter each month for twelve years. 
After that, the checks will cease 
coming but when Mrs. Jones heeomes 
sixty-five vears of age, she will evain 
receive a check each month—for life. 


Th‘s recorder wanted to know if svr- 
vivors’ benefit features of th> Social 
Security Act were generally well 
known, so he made a survey among his 
co-workers and was greatlv surpr’sed 
to find so manv who didn’t know the 
facts. Do you? If vou don’t, send a 
post card to Social Security Adminjs- 
tration, 11 West 42d Street. N. Y. 18, 
N. Y. and sav. “Send m2, frre, your 
‘survivors’ booklet.” You will recrive 
valuable, thoroughly understandable 
information. 

MARK MERIT 


of SCHENLEY DISTILLERS CORP. 
350 Fifth Ave., New York 1, N. Y. 
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to $16 million approximately. 
This equalled $1.90 per share on 
outstanding common amounting 
to 8.9 million shares, on which the 
current dividend rate is 50 cents 
per share quarterly. For holders 
who disregard cyclical swings in 
market prices in favor of long 
term dependable income, United 
shares have strong characteristics 
of merit. , 


R. H. MACY & CO.: Merely be- 
cause department stores are now 
enjoying all-time record sales 
and earnings offers a slim reason 
for their inclusion in a purely de- 
fensive portfolio. As a group, 
these retailers are highly sensitive 
to changes in the national in- 


‘come, and a great many of them 


have lost ground rapidly with the 
advent of depressive periods. 
While sales of R. H. Macy & Co 
at such times, however, have fol- 
lowed the trends inherent to the 
retail trade, the long term record 
of this efficient merchandiser war- 
rants more than usual confidence 
on the part of its shareholders. 
As an outstanding example of 
managerial skill in controlling in- 
ventories and farsightedness in 
anticipating changes in consumer 
demand, Macy’s has well proven 
itself. For this reason a holder 
of Macy shares would have to go 
back for 19 years—to 1927—to 
find a period when dividends had 
not been disbursed. As is doubt- 
less well known, the business was 
founded way back in 1858 and 
has seldom experienced unprofit- 
able years in its long career. 
Diversification on an immense 
scale and pricing policies which 
openly challenge all competitors 
account largely for Macy’s con- 
sistent gains in consumer favor. 
Through ownership of L. Bam- 
berger & Co. in Newark and ac- 
quisition of established depart- 
ment stores in San Francisco, 
Atlanta, Ga., and Toledo, Ohio, 
some of the most populous centers 
in the country have been tapped, 
and it is not unlikely that as time 
progresses others will be added to 
the string. As an illustration of 
wide spread diversification, the 
company maintains more than 
160 different sales departments, 
with highly trained buyers for 
each scouring world markets for 
quality merchandise. All told, 
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Macy and its subsidiaries have 
some 30,000 employees. 

Since 1929 working capital of 
this concern has grown from $9.5 
million to around $54 million, 
although the relative increase in 
inventories has only been from 
$10.2 million to 26.3 million. 
Hence its financial status has be- 
come exceptionally strong. In 
1945, net earnings amounted to 
$2.73 per share of common, es- 
tablishing an uptrend for the 
fifth successive year. While the 
1945 dividend of $1.60 per share 
declined from the $2 paid in the 
two previous years, so far in 1946 
$2.60, including extras, has been 
distributed. And just recently 
Macy has retired all of its re- 
maining debentures, totalling 
about $10 million. Judged by tie 
record, Macy shares enjoy strong 
fundamentals. 





Opportunities for Income 
and Price Appreciation 





(Continued from page 95) 


per cent on or before Septem- 
ber 30, 1951, to par if redeemed 
on or after October 1, 1981. Giv- 
ing effect to the new financing, 
the company will have outstand- 
ing, in addition to the new deben- 
tures, $75 million of 234 per cent 
debentures due 1985, 820,000 
shares of 6 per cent cumulative 
preferred stock (par $100) and 
2,461,250 shares of common 
stock. 





Summing Up the Campaign 
Issues 





(Continued from page 76) 


the issues of a pending labor dis- 
pute without fear of punishment 
for “unfair labor practice” for 
so doing. There are others, and 
they are important. 

Early start would be made on 
income tax reduction. That, of 
course, would have to be tied in 
with budget pruning — and the 
Republicans say they are ready 
to move on both fronts. 

Congress could be expected to 
pass a joint resolution declaring 
the war officially ended. The state 
of war still exists legally and that 


THE 


fact has important implications. 
Many of the emergency acts now 
on the statute books automati- 
cally become inoperative when the 
war is declared officially ended, 
and some terminate within a fixed 
number of days or months there- 
after. 

Investigations would be num- 
erous. All facets of the New 
Deal would be put under the mi- 
croscope and the committees of 
the house, selected by the GOP 
leadership, would have Republi- 
can chairmen, majorities, and ob- 
jectives. 

OPA decontrols would be 
speeded, provided Administrator 
Paul A. Porter hadn’t beaten the 
election victors to the draw by 
thinning out the vrice structure. 
On that subject, Rep. Jesse Wol- 
cott, who led the Republican 
drive against OPA, has said: “If 
present shortages continue in the 
production of essential lines of 
food, clothing and housing, I 
shall introduce a concurrent reso- 
lution as soon as the Congress 
convenes for the immediate ter- 
mination of OPA, with the excep- 
tion of rent control.” 





For Profit and Income 





(Continued from page 97) 


next change will be downward as 
competition begins to bite in 
1947. 
Liquidation 

There is a saying about des- 
tiny shaping our ends. Also about 
the best laid plans of mice and 
men, etc. Both seem to apply to 
International Telephone & Tele- 
graph. It was conceived as a kind 
of Bell System telephone empire 
for the world, outside of the U. S. 
Expansion opportunities unlimit- 
ed, almost. But circumstances 
have forced it to become less and 
less of a telephone operating en- 
terprise, and more and more a 
manufacturer of communication 
and other electrical equipment. It 


has been “deprived” of its Rou- , 


manian, Spanish and Argentine 
operating subsidiaries, in each 
case getting an adequate price. As 
compared with the combined 
Spanish and Argentine proper- 
ties, the remaining telephone sys- 
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tems are fairly small potatoes. 
The money-‘received on these 
sales is not profit, but a return of 
capital previously mvested. 
Whether it is a full return, we do 
not know.’ Probably not. The 
money will be used to retire fund- 
ed debt and augment working 
capital. The company is making 
good progress in its manufactur- 
ing activities—in a sellers’ mar- 
ket. How it will make out over 
the long run, we would not care 
to bet on. To say that there is 
bound to be plenty of keen com- 
petition in the manufacturing end 
is to put it mildly. This is a case 
of liquidating much of the orig- 
inal dream, and building anew 
along different lines, partly by 
plan but also largely by the hap- 
penstance of people like Franco 
in Spain and Peron in Argentina. 


Here and There 


If you crave income return, 
with pretty fair market stability, 
we do not see where you can get 
it any better than in Chesapeake 
& Ohio, which is not at all to say 
that the stock is bear-market- 
proof. ... First National Stores 
holds well, has never omitted or 
reduced its dividend, will net 
around $6 a share in its current 
fiscal year, and may well raise or 
supplement the present $2.50 
rate. . . . Colgate-Palmolive-Peet 
figures to earn over $5 a share 
this year, against $3.34 last year, 
and thus set a new record in this 
era which some people call “‘profit- 
less-prosperity,” if you can figure 
that out. . . . Woolworth’s profit 
should be in the vicinity of $4.25 
for 1946, against $2.43 last year, 
and if any company’s earnings 
are better able to resist the pre- 
dicted coming business recession 
we do not know what it could be. 





Are Reserves Adequate for 
Today's Contingencies? 





(Continued from page 72) 


of inventories, but most econo- 
mists believe that deferred con- 
sumer demand will prove sufficient 
to absorb these goods without 
placing undue strain on corpor- 
ate reserves. 
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WHAT “THE GREATEST NAME IN RUBBER” 
MEANS TO THEM 


T’S one thing for us to issue an annual report, with the fac- 
tual proof that Goodyear is the world’s leading rubber 
company ... to know that for 31 years it has been true that 
“more people ride on Goodyear tires than on any other kind” 
. and to have before us diversification charts that plot Good- 
year’s future expansion. 
But there was one thing we wanted to know: 


Is “the Greatest Name in Rubber” something more 
than just a phrase? Does it really mean “Goodyear” 
to the average man and woman? 


So an impartial survey was made to get the facts. Without 
“loaded” questions, a fair cross-section of our population in 
cities, villages and farms was polled, covering varied income 
classifications, occupational groups and places of residence. 

The result was not surprising: 


“The Greatest Name in Rubber” means “Goodyear” 
to a substantial majority of the people. 


That was good enough for today: but what of tomorrow? 
Would a comparable poll, taken 5, 10 or 15 years from now 
return the same result? 

There is only one answer: The same foresight—the same 
“know-how”—the same constant search for new and better 
products ... that made Goodyear “the Greatest Name in 
Rubber” . . . has discovered, developed and produced hun- 
dreds of new products in the past 5 years ... and, through 
the Goodyear Research Laboratory, will probably produce as 
many or more in the years immediately ahead. 

Such progress is the best assurance that Goodyear leader- 
ship in rubber will probably be as generally recognized in 
1950 and 1960 as it is today. 


GOODFYEAR 


THE GREATEST NAME IN RUBBER 

















GOOD/SYEAD 


BIVIBEND NOTICE 


The Geard of Directors 
has declared today the fol- 


lowing ceguiar and extra 
$1.23 eer share for the fourth 
@f 4946 upon the $5 
payable De- 

(6, @ to stockhold- 

eecerd at the close of 
Sesinses Slovember 15, 1946. 
dividend of $1.00 










The Geedyear Vire & Rubber Co. 
Sy @. O. SHILTS, Secretary 


Abron, Obie, October 14, 1946. 







Name 
in Rubber 


ze DIVIDEND NOTICE bs 


DEBENTURE: The regular quarterly 
dividend of $2.00 per share on the De- 
benture Stock will be paid November 
Ist, 1946, to stockholders of record 
October 21, 1946. 

A. B. Newhall, Treasurer 
Dewnioon Manufacturing So. 


Framingham, Mass. 
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Burroughs 

18ist CONSECUTIVE CASH DIVIDEND 
A dividend of ten cents ($0.10) a share has 
been declared upon the stock of BURROUGHS 
Appinc MAcHine Company, payab‘e De- 
cember 10, 1946, to shareholders of record 
at the close of business November 1, 1946. 
Detroit, Michigan, Geo. W. Evans, 

October 15. 1946. Secretary 





Investors— 
SAVE TIME AND MONEY 
by using 


THE HANDY RECORD BOOK 


for Investors and Traders 


ONLY $1 enables you to keep your 
financial facts up to date this easy, mod- 
ern way. THE HANDY RECORD 
BOOK saves you time and money by 
showing at a glance your holdings and 
their cost, transfer taxes paid, net long- 
and short-term gains and losses . . . in- 
valuable for income tax purposes. 
Send $1 for your copy today 


HANDY RECORD BOOK CO. 
656 Broadway, New York 12, N. Y. 
(Or at Leading Stationers) 
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The potential dangers in in- 
ventory unbalance are not so easy 
to appraise now as they will be a 
few months hence when price ad- 
justments begin to stimulate the 
flow of materials. Sharp ad- 
vances are taking place in meat, 
fats, oils, hides and other by- 
products of the livestock industry 
as a result of removal of price 
limitations. Packers obviously are 
accumulating high price inven- 
tories. Managements must be 
fully aware of risks involved in 
handling merchandise to be dis- 
tributed to the public at unprece- 
dented levels. ‘The time may not 
be too far distant when consum- 
ers will rebel at fancy prices for 
steaks and chops and it does not 
take long in a falling market for 
the meat packing business to en- 
counter red figures. Meat pack- 
ing business thrives on volume but 
wide price fluctuations mean sub- 
stantial risks. 

The mail order business is an- 
other which works on narrow 
profit margins and large volume 
of sales. Leading representatives 
of this business learned in the 
price adjustments that followed 
the first world war and subsequent 
business recessions that inventory 
values sometimes fluctuate widely. 
In the case of Sears Roebuck, for 
example, which now is handling a 
volume of business approximating 
$1.5 billion annually, a relatively 
moderate shrinkage in such sub- 
stantial inventories could have 
serious consequences on net 
profits. 

Most merchants willing to dis- 
cuss trade outlook feel confident 
that consumer purchasing power 
will hold at a rate sufficient to sus- 
tain demand for goods. Latest 
available statistics indicate that 
inventories of goods on hand and 
on order are not excessive in rela- 
tion to current sales trends. Any 
substantial rise in prices, however, 
accompanied by a sudden cessa- 
tion of demand might change the 
picture more swiftly than these 
executives imagine. There is no 
escaping the fact that current in- 
ventories are historically high 
priced whether or not they are ex- 
cessive in tonnage. ‘There is no 
question also but that the great 
mass of department store custom- 
ers no longer have the accumulat- 


ed savings they once possessed and 
are apt to be more discriminating. 
This fact in itself presents a more 
serious threat to inventories in 
the hands of retailers than it 
would have a year ago. 


The extent to which corporate 
resources may be endangered by 
prolonged labor disputes is vivid- 
ly exemplified in current state- 
ments of several motor car and 
electrical equipment manufactur- 
ers whose operations were restrict- 
ed by strikes. The drain on cash 
to meet ordinary running ex- 
penses may be burdensome at a 
time when disruption of deliver- 
ies stops receipt of funds from 
customers. The June 30 balance 
sheet of General Motors discloses 
serious effects of the cessation of 
production through the first four 
months of the year. In the twelve 
months since June, 1945, cash and 
government securities declined 
from about $592 million to 
$153.4 million while net working 
capital dropped almost $430 mi- 
lion. To strengthen working 
capital General Motors sold $125 
million of long-term notes to a 
group of insurance companies. 
Under the circumstances, it is not 
strange that investors recently 
have displayed concern over a 
possible further reduction in the 
common dividend when directors 
meet early next month. 


Although Chrysler experienced 
no lengthy shutdown due to labor 
disputes, production was hamper- 
ed continuously by shortages of 
steel and various accessories pur- 
chased from other companies 
whose plants were tied up from 
time to time by strikes. Net work- 
ing capital of Chrysler was de- 
pleted moderately in the twelve 
months ended June 30. Cash and 
government securities dropped al- 
most $49 million while working 
capital suffered a shrinkage of 
about $33 million. 


Westinghouse Electric trength- 
ened its working capital and cash 
positions in the period between 
December 31 and June 30 but 
marketable securities declined $17 
million. Westinghouse has under 
consideration plans for raising 
additional capital for improve- 
ment of manufacturing facilities. 
As the first step in this program 
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an issue of $30 million debentures 
recently was sold and company 
proposes later to sell additional 
preferred stock and common 
shares. Proceeds of sales of the 
stock amounting to about $80 
million would be used to retire 
bank loans due in May, 1948. 
General Electric strengthened its 
working capital through a bank 
credit of $100 million obtained in 
July. 

Willys - Overland disclosed a 
shrinkage of almost $5 million in 
working capital and a decline of 
about $3 million in cash in its 
June 30 statement. Timken De- 
troit Axle showed a depletion in 
cash of more than $9 million and 
a decline of about $5 million in 
working capital. Other concerns 
which issued mid-year balance 
sheets showing shrinkage in work- 
ing capital included Motor 
Wheel, Reynolds Spring and Re- 
mington Rand. The Bullard Co. 
also disclosed a small drop in 
working capital, but cash fell 
from about $2.7 million to slightly 
more than $800,000. This drain 
on resources persuaded directors 
toomit the third quarter dividend. 

In the merchandising field, one 
may be justified in adopting a 
cautious attitude over possible 
consumer resistance to rapidly ad- 
vancing prices if the removal of 
OPA controls should lead to 
mark-ups in general merchandise. 
Thus far, there has been no tangi- 
ble indication of weakness in bal- 
ance sheets of representative re- 
tailers. Sears Roebuck, for ex- 
ample, for several years has car- 
ried a reserve of $28.5 million for 
contingencies and post-war ad- 
justments. Montgomery Ward 
disclosed substantial improvement 
inits working capital in the twelve 
months ended July 31. Lane Bry- 
ant and Oppenheim Collins also 
revealed moderate strengthening 
in working capital. 

The fact that reserves alone do 
not tell the complete story has 
been mentioned previously. This 
point is best illustrated in the rec- 
ord of financial rehabilitation of 
the railroads. Most people are 
familiar with the phenomenal re- 
duction in debt achieved by lead- 
ing carriers either through capi- 
tal readjustments or through 
open market purchases of obliga- 
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SMITH, BARNEY & CO. 
GOLDMAN, SACHS & CO. 





Dated October 10, 1946 





This announcement is neither an offer to sell nora solicitation of an offer to 
buy any of these shares. The offer is made only by the Prospectus. 


H. J. HEINZ COMPANY 


100,000 Shares 3.65% Cumulative Preferred Stock 


(par value $100 a share) 


200,000 Shares Common Stock 


(par value $25 a share) 


Price of the Preferred Stock $102.75 a share 


and accrued dividends 


Price of the Common Stock $41 a share 


Copies of the Prospectus may be obtained from only such of the 
undersigned as may legally offer these shares in compliance 
with the securities laws of the respective States. 


MORGAN STANLEY & CO. 
THE FIRST BOSTON CORPORATION 
BLYTH & CO., INC. 


UNION SECURITIES CORPORATION 
MERRILL LYNCH, PIERCE, FENNER & BEANE 


HARRIMAN RIPLEY & Co. 
Incorporated 

GLORE, FORGAN & CO. 

KIDDER, PEABODY & CO. 


DREXEL & CO. 

















tions and repayment of debt at 
maturity. Only when present day 
conditions are compared with 
those prevailing prior to the war 
is it evident what this recovery 
means as a bulwark against ad- 
verse traffic trends. In the first 
five years of the war period which 
marked the beginning of improve- 
ment in traffic, the nation’s rail- 
roads reduced long-term debt ap- 
proximately $1.5 billion. In the 
same period, net working capital 
rose from approximately $327 
million to almost $1.8 billion. 
Some of the marginal roads ef- 
fected the most significant im- 
provement. As a result, many 
carriers which previously had been 
vulnerable to minor business re- 
cessions have been so thoroughly 
rehabilitated that they probably 
could withstand a serious depres- 
sion without being threatened 
with default. 

The urge to reduce indebted- 
ness has been evident in other in- 
dustries where fixed charges have 
been substantially reduced. 
Hence, as has been pointed out, 
dangers have been minimized to a 


considerable extent even though 
reserves set up in individual bal- 
ance sheets may not in themselves 
account for the added protection. 

The significance of this en- 
largement of working capital is 
emphasized in a recent compila- 
tion prepared by the Securities & 
Exchange Commission. This 
showed that net working capital 
of American corporations reached 
a record high level of $54 billion 
at the end of June. This analy- 
sis disclosed the extent to which 
government securities had been 
sold by corporations to counteract 
the strain on cash reserves. Hold- 
ings of government bonds declin- 
ed $2.2 billion in the June quar- 
ter while the value of inventories 
rose $1.2 billion in the same 
three months. 

The rise in value of inventories 
occasioned considerable discussion 
among security analysts several 
months ago when a Department 
of Commerce release called atten- 
tion to a rise of 314 per cent in 
July which was regarded as an in- 
dication of growing buyer re- 
sistance. Discussion of this sub- 
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JOHN MORRELL & CO. 


DIVIDEND NO. 69 
A dividend of Fifty 
‘Cents ($0.50) plus an 
extra dividend of Fifty 
Cents ($0.50) on the 
capital stock of John 
Morrel & Co., will be paid October 31, 
1946, to steckholders of record Octo- 
ber 11, 1946, as shown on the books 
of the Company. 
Ottumwa, Iowa. 





George A. Morrell, 
Vice Pres. & Treas. 
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A NEW a 
FORECASTING GUIDE 


which will tell you in an instant 


HOW MANY TIMES action of past 5 
weeks has been duplicated in the past 
AND, for each case, WHAT HAPPENED 
THEREAFTER. 


5 WEEK PATTERNS OF PRICES AND 
VOLUME: 32 page booklet complete 
with instructions, $1.00 each postpaid. 


A. A. MERRILL 


1567 Kingston Ave., 
Schenectady 8, N. Y. 











ject probably gave rise to anxiety 
over the question of whether cor- 
porate reserves were adequate to 
withstand any sudden deprecia- 
tion of inventory values. 

The increase in inventories ap- 
parently was not inconsistent with 
the sharp advance in commodity 
prices in July, however, after 
OPA controls had expired. More- 
over, inasmuch as the wholesale 
commodity price level has ad- 
vanced substantially since 1939 
and the general level of business 
is well above pre-war volume, it is 
only natural that inventories in 
terms of dollars should be much 
larger than seven years ago. As 
a matter of fact, if allowance is 
made for the current higher level 
of business activity, probably the 
aggregate of inventories would 
not be excessive. 


The element of danger in the 
present situation is the high level 
at which the break-even point in 
industry has been raised by re- 
peated wage increases won by 
labor during the war. As an ex- 
ample, it has been estimated that 
the break-even point in the steel 
industry has climbed from about 
50 per cent of capacity before the 
war to perhaps as much as 75 per 
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cent. This means that the rate 
of operations may recede only 
moderately from capacity vol- 
ume before earning power is 
threatened. Accordingly, even in 
any mild business slump, those 
concerns whose break-even point 
has been sharply increased would 
be vulnerable. In the last analy- 
sis then, high labor costs present 
the most serious threat to indus- 
try and it seems questionable 
whether the average industrial or- 
ganization is in position to set up 
adequate reserves to guard 
against a sudden deterioration in 
business of extensive proportions. 





A Realistic Examination of 
Credit—Under Today's 
Conditions 





(Continued from page 75) 


Having seen that we are in for 
a period of tremendous credit ex- 
pansion, what conclusions can be 
reached with regard to the busi- 
ness outlook? There are both 
favorable and adverse aspects of 
the situation. On the debit side 
of the ledger is the fact that an 
increasing number of people find 
it necessary to borrow to pay 
their day-to-day living needs. 
Should this trend continue, and 
affect a considerable number of 
people, it could eventually cripple 
real national buying power. How- 
ever, there is good reason to be- 
lieve that this tendency will halt 
before it reaches serious propor- 
tions. 


On the other hand, a continu- 
ing expansion of consumer credit 
could be of substantial benefit if 
properly controlled. It would en- 
able manufacturers of automo- 
biles, appliances, furniture, home 
furnishings, and countless items 
to supply an eager public. Con- 
comitantly, it means augmented 
earnings for the commercial banks 
and finance companies furnishing 
the credit to consumers. 


Viewed in this light, the Fed- 
eral credit controls applied to 
consumer buying, although criti- 
cized in some quarters, are sound 
and desirable, and are certainly 
an alternative preferable to an in- 
flationary “boom and bust.” 


_THE M 








Assaying Profit Margins for 
Individual Companies 





(Continued from page 70) 


One of the classic instances oj 
profit diminution through rising 
costs and rigid prices, or rates, 
is that of the railroads. With it; 
tremendous overhead and capital 
investment, its break-even point 
is necessarily high and its rate of 
return correspondingly — small. 
Although public regulation of it 
rate of return, and “recapture” 
of earnings, through control of 
rail rates, is a fundamental in 
railway economics, its rate basis 
is becoming increasingly a mat: 
ter of competition with other 
modes of transportation, namely, 
airplanes, buses and trucks. The 
rails have been losing consider- 
able revenue to such rivals for 
some time, and the trend will con- 
tinue in this direction for years 
to come except in certain areas in 
which the rails are the natural 
mode of conveyance, principally 
bulk shipment and long hauls. 

The investor holding rail issues 
faces many problems, especially 
after the drastic decline that the 
rail equity market has had to 
date. Industry-wise, the outlook 
is uninspiring, but discrimina- 
tion should be made_ between 
roads which have maintained 
good earnings and dividends ree- 
ords for years past, and_ those 
which are marginal situations. 

An interesting example of tem- 
orary decline in profit ratios 1 
that of the soft-drink industry. 
Competition and _ long-standing 
custom have prevented very ma- 
terial increases in retail prices, 
and especially is this true of the 
“cola” type beverage, whose mar 
ket is built upon the familiar five 
cent bottle. With a comparative 
ly inelastic price structure, the 
industry as a whole is vulnerabl 
from a profit ratio standpoint 
However, as indicated, the prob- 
lem here is one of with rising costs 
of ingredients, especially sugar, 
and of labor. However, as ind 
cated, the problem here is ont 
which will eventually correct it 


self. 





Whenever profit deterioration 
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Turn to the Forecast... 








i$ € cu 2 
ASviS ORY SERVICE! 


CT now to capitalize on the recent important market readjustment. 
A Out of such phases, opportunities for substantial short term 
profits inevitably emerge . . . in sound, well-situated stocks carried 
down to intrinsically undervalued levels. 


Ahead are sizable advances in selected stocks in favored industries due 
to discount improving production, earnings and dividend potentials. 
Other companies will lag or decline because of narrow profit margins, 
material shortages and labor troubles. 


Our analysts are alert to the divergent possibilities in this situation. 
They are studying the market and will advise you what and when to 
buy and when to sell. 


Enroll NOW To Profit From 
Careful Selection . . . Proper Timing 


Proper timing will prove very profitable in taking an advantageous 
position in securities selected to rebound sharply on the intermediate 
recovery in the making. This is also a good time to have your securities 
appraised . . . to concentrate in potential leaders . . . to weed out 


laggards. 


As soon as you enroll, we will: 


1. Appraise your securities and advise you what to hold 
. what and when to sell. You are entitled to this 
service continuously. 


2. Send you our recommendations for short term profit 
and longer term investment appreciation and income 
. . as basic buying levels are reached. 


3. Tell you what market action to take now . . . anticipat- 
ing decisive movements and turning points in definite 
weekly forecasts. 


You are invited to take advantage of our Special Enrollment Offer 
which provides FREE Service to December 1st. Mail the coupon be- 
low... today. 


> 











THE INVESTMENT AND BUSINESS FORECAST 


of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 
(J $75 for a year’s subscription. 
(Service to start at once but date from December 1, 1946) 


I enclose [J $50 for 6 months’ subscription; 
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| 

I SPECIAL MAIL SERVICE ON BULLETINS 
I Air Mail: ( $1.00 six months; 0 $2.00 

| one year in U. S. and Canada. 

\ = Delivery: ©) $3.50 six months; 
\ $7.00 one year. 

| 

| 
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Your subscription shall mot be assigned at 





OCTOBER 26, 1946 








To Know What Market Action to Take 


—For the Short Term —For the Longer Term 








FREE SERVICE TO DECEMBER | -=— 


O) Telegraph me collect in anticipation of 
important market turning points ° 
when to buy and when to sell. 


ett eeeees 
re 


Seeeeeee 


List up to 12 of your securities for ont 
initial analytical and advisory report. 


aq any time with your 


Geared To Today's Markets 
For Protection — Income — Profit 


Short-Term Recommendations for Profit . . 
Mainly common stocks but preferred stocks and 
bonds are included where outstanding price 
appreciation is indicated. 


Low-Priced Opportunities . . . Securities in the 
low-priced brackets with the same qualifications 
for near-term profit. Average price under 10. 


Recommendations for Income and Profit .. . 
Common stocks, preferred stocks and bonds 

. for the employment of your surplus funds 
and market profits. 


Low-Priced Situations for Capital Building . . 
Common stocks in which you can place moder- 
ate sums for large percentage gains over the 
longer term. Average price under 20. 


Recommendations Analyzed . . . Pertinent de- 
tails as to position and prospects are given 
on securities advised. 


When to Buy .. . and When to Sell . . . You 
are not only advised what to buy but when to 
buy and when to sell—when to be moderately 
or fully committed . when to be liquid. 


Market Forecasts . . . Every week we review 
and forecast the market, giving you our definite 
advice. Dow Theory Interpretations and Supply- 
Demand Indications are included. 


Telegraphic Service . . . If you desire we will 
wire you in anticipation of decisive turning 
points and market movements. 


Consultation by Wire and by Mail... To keep 
your portfolio on a sound basis, you may con- 
sult us on 12 securities at a time. 


Added Services... 


Business Service . . . Weekly review and fore- 
cast of vital happenings as they govern the 
outlook for business and individual industries. 


Washington Letter . . . “Ahead-of-the-news” 
weekly reports from our special correspondent 
on legislative and political developments weigh- 
ing their effects on business 
1 and securities. 








Special Ofer! 


MONTHS' 
6 SERVICE $50 


MONTHS’ 
12 SERVICE 97.0 


Complete service will start at 
once but date from Dec. lst. 
Subscriptions to The Forecast 
are deductible for tax purposes. 
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OUTSTANDING 


40 stocks 
Just Rated “ Buy” 


1 bcm SERVICE has just 
issued new “BUY” advices on 
a diversified list of 40 stocks se- 
lected after extensive research from 
more than 125 issues favored by 
the country’s leading investment 
advisory organizations. 

Be prepared to take advantage 
of opportunities now offered in the 
Stock Market by receiving this 
list, which includes: 


13 stocks for profit 
14 quality income stocks 
7 high grade growth stocks 
6 undervalued preferreds 
This report also lists attractive bonds 
with yields up to 8% with interesting 
appreciation possibilities. 





For an introductory copy of this 
Report without obligation— 
Send for Bulletin MW-54 FREE! 


UNITED BuSINESS SERVICE 


210 Newbury St. A re Boston 16, Mass. 
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:WHO? 
* —Hit”’ Both 1937 and 1946 Highs 
XS With Complete (100%) Liquidation? 
ANSWER: 


* Kelsey Statistical Service! ~ 


August 25, 1937 — ‘‘Look for lower 
W prices, possibly COLLAPSE.” Complete * 
%& liquidation long stock, and short sales ad- 
vised. (Dow then 180, broke 60 points ‘* 
in 3 months). 


June 24, 1946—"‘‘A top is clearly de- 
lineated."* Break of 50 points expected. 


lu P —Four important reasons 

* July 1, 1946—F ok 
given for end of Bull Market and break to 

¥* come. “Only 5% of long holdings thrown * 

te on the market can cause a break of ...50 ¥& 

* points.’’ Complete liquidation, and short oe 
sales in Rails, Motors and Steels advised. 

* Dow then 206, recently 165. 
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Photostatic Copies of These Bul- 

letins; An Informative Wall Chart 
(19% x37”), showing, in daily quota- 
tions, the 1932-1937 Bull Market, 
and Final Collapse (similar to this 
one); AND The Next Three Issues 
of Our Specific Advices, 


ALL FOR $3—SEND NOW te: 
KELSEY STATISTICAL SERVICE 
Kelsey Park 25 
Great Meadows, N. J. 
OOO toto kt toto 
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Are you interested in Canadian 
industrial or mining stocks? 


For investment advice 
write 


THE EDWARD STOCK TRADER 


Post Office Box 51 TORONTO 
Terminal A CANADA 
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due to rising costs is mentioned, 
the case of public utilities always 
comes to mind. Here is an indus- 
try having a fixed rate structure, 
where rate decreases rather than 
increases are the rule, and which 
feels directly the effect of wage 
and operating costs. 

Most vulnerable from a cost- 
price standpoint are the traction 
and telegraph companies. In 
many respects, there are certain 
similarities between these indus- 
tries, economically. For one thing, 
both industries are retrograde, 
and their long-term trend is 
downward. 

Temporarily, both types of 
services are enjoying a cylical 
rise in volume, which partly miti- 
gates the pressure on_ profit 
ratios, but in the longer-range 
view, their prospects are unim- 
pressive. 





Answers to Inquiries 





(Continued from page 98) 


as compared with the 1945 pro- 
duction of 3,925,000 tons. A fur- 
ther increase in output is expect- 
ed next season based on increased 
cane planting and assuming the 
weather is favorable. Plant ca- 
pacity has been increased from 
650,000 to more than 1,000,000 
bags of sugar. 

Company paid only 50c divi- 
dends last year but a more liberal 
payment this fall is anticipated. 

The stock is selling at a con- 
servative price earnings ratio but 
must be regarded as speculative 
because of the erratic earning 
record over a period of years. 


Dow Jones Stock Index 


As a subscriber to your magazine I 
would like to ask a favor of you. Can 
you give me a list of the stocks used in 
figuring the Dow Jones Averages? 380 
Industrials—20 Rails—15 Utilities—65 in 
all. 

A.A., Oak Park, IIl. 


The following is a list of the 


stocks used in computing the 
various Dow-Jones Averages: 


30 Industrial Stocks 


ALLIED CHEMICAL 
AMERICAN CAN 
AMERICAN SMELTERS 
AXTERICAN TEL. & TEL. 
AMERICAN TOBACCO B 


THE 








BETHLEHEM STEEL 
CHYSLER 

CORN PRODUCTS 

DU PONT 

EASTMAN KODAK 
GENERAL ELECTRIC 
GENERAL FOODS 
GENERAL MOTORS 
GOODYEAR 

INTL. HARVESTER 
INTL. NICKEL 
JOHNS MANVILLE 
LOEWS, INC. 

NATL. DISTILLERS 
NATL. STEEL 
PROCTER & GAMBLE 
SEARS ROEBUCK 
STANDARD OIL OF CAL. 
STANDARD OIL OF N. J. 
TEXAS COMPANY 
UNION CARBIDE 
UNITED AIRCRAFT 
U. S. STEEL 
WESTINGHOUSE 
WOOLWORTH 


15 Utility Stocks 


AMERICAN GAS & ELEC. © 
AMERICAN WATER WKS. 
COLUMBIA GAS 
COMMONWEALTH & SO. 
PFD. 
COMMONWEALTH EDISON 
CONSOLIDATED EDISON 
ELECTRIC BOND & SHARE 
ELECTRIC PR. & LT. 
ENGINEERS PUB. SERVICE 
NIAGARA HUDSON 
NORTH AMERICAN 
PACIFIC GAS & ELEC. 
PEOPLES GAS 
PUBLIC SERV. OF N. J. 
SO. CALIFORNIA EDISON 


20 Railroad Stocks 


ATCHISON 

ATLANTIC COAST LINE 
BALTIMORE & OHIO 
BOSTON & MAINE 
CANADIAN PACIFIC 
CHESAPEAKE & OHIO 
DEL. & HUDSON 

DEL. LACK. & EASTERN 
ERIE 

GREAT NORTHERN PFD. 
ILLINOIS CENTRAL 
LOUISVILLE & NASH. 

N. Y. CENTRAL 

N. Y., CHGO. & ST. L. 
NORFOLK & WESTERN 
NORTHERN PACIFIC 
PENNSYLVANIA 
SOUTHERN PACIFIC 
SOUTHERN RAILWAY 
UNION PACIFIC 
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W thou obligation, we offer to prepare a 
confidential preliminary analysis of your invest- 
ment portfolio if it exceeds $20,000 in value. 


This report will comment frankly on its diver- 
sification, income and will designate your least 
favorable issues. 


This offer is made to responsible investors who 
are interested in learning how Investment Man- 
agement Service might apply specifically to 
their personal holdings and objectives. We shall 
quote an exact fee for annual supervision of 
your account and tell you our qualifications for 
serving you in the difficult market ahead. 


The thorough and informative nature of our 
preliminary analyses is clearly shown by the 
comments of investors who have taken advan- 
tage of this invitation: 


From California—‘In all my experience as an ex- 
ecutive secretary for twenty years I have never run 
across your superior in the way you have considered 
my situation and am favorably impressed.” E. D. B. 


From Massachusetts—‘‘Your preliminary report re- 
garding my investment. portfolio was received. I 
examined your analysis very carefully and with much 
interest. Your comments and the wisdom of using 
investment counsel sound very reasonable.” A. M. 


From Nebraska—‘! wish to thank you for your re- 
port. You covered the subject thoroughly.” G. V. 


INVESTMENT 


Repeating a Special 
Offer At This 


Critical Time 


From New York—'‘'I am in receipt of your valuable 
Preliminary Analysis of my holdings, for which I 
thank you. I had not contemplated that you would 
make such a really admirable report regarding my 
portfolio.” H. A. 


From Ohio—‘Thank you for your immediate reply, 
including a preliminary analysis of my portfolio, I 
can honestly say that I am impressed by this report.” 
DB. B. Hi. 


From Oklahoma—‘Your Preliminary Analysis re- 
ceived and it seems to be what I am looking for. I 
am going to take this service and I intend to follow 
it OA 

From Pennsylvania—‘Your Preliminary Analysis 
of my inventory of capital investments received. I 


wish to thank you for presenting it in such an excel- 
lent and comprehensive manner.” N. J. 


From Texas—“I am in receipt of your Preliminary 
Analysis of my stocks. I gave you a big job and you 
gave me a thorough report and I thank you.” H. T. 


From Virginia—“I am much impressed with your 
report which evidences that you have given thought 
and gone over my portfolio in a thorough and 
painstaking manner which pleases me very much. I 
recognize the soundness of your reasoning and of 
the suggestions made.” F. W. 


Just tabulate your securities, giving the amounts 
and purchase prices so we can consider the tax 
aspects of any changes. State your objectives so 
our advice can be as pertinent as possibile. 


All information will be held confidential. This 
offer does not obligate you to enroll—-but under 
today’s manpower conditions it is not open to 
mere curiosity seekers. 


MANAGEMENT SERVICE 


A Division of The Magazine of Wall Street 


90 Broad Street ‘ 


} 


New York 4, N. Y. 
































My harvests sure fo wi 


Because its rich with 


THE REWARD OF SUNNY MORNING FLAVOR 
Waiting for you ...the extra, the special enjoyment in 

every sip of Schenley Reserve. That Sunny Morning flavor 

...unmatched, we believe, in any other whiskey... has 


made Schenley Reserve America’s most popular whiskey! 


A PRE-WAR 
[\ QUALITY 
RESERVE 


BLENDED WHISKEY 86 PROOF. 65% GRAIN NEUTRAL SPIRITS. COPR. 1946, SCHENLEY DISTILLERS CORP..N.Y.C. 





